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LETTER  OF  TRANSMITTAL 


Raleigh,  North  Carolina 
January  1,  1971 
THE  HONORABLE  ROBERT  W.  SCOTT 

Governor,  State  of  North  Carolina 

Dear  Governor  Scott: 

In  accordance  with  the  provisions  of  Section  23,  Chapter  2  of  the  Acts  of 
the  General  Assembly  of  1921  (GS  136-12)  we  respectfully  submit  herewith 
the  Twenty-Eighth  Biennial  Report  of  the  State  Highway  Commission  of 
North  Carolina. 


Sincerely, 

D.  McLauchlin  Faircloth,  Chairman 
George  S.  Willoughby,  Jr.,  Administrator 


"The  economy  of  our  state  depends,  in  large  part,  upon  the 
quality  of  our  highway  system,  and  a  good  road  is  far  more  than 
just  a  means  of  traveling  from  one  point  to  another.  It  is  an 
absolute  necessity  in  attracting  new  industry  and  creating  jobs  which 
will  improve  the  lives  of  North  Carolinians  by  increasing  their 


Robert  W.  Scott 

Governor 

State  of  North  Carolina 


FOREWORD 

To  say  it  simply,  the  North  Carolina  State  Highway  Com- 
mission has  the  responsibility  for  providing  a  safe  and  efficient 
highway  system  for  the  transportation  of  people  and  goods. 

When  the  Highway  Commission  has  done  this,  it  will  have 
met  its  full  responsibility  but  the  task  is  a  never  ending  one. 

After  all,  it  is  predicted  that  there  will  be' 25  per  cent  more 
cars  traveling  the  nation's  roads  by  1975,  so  efforts  to  meet  this 
challenge  can  never  cease. 

And  while  providing  a  system  that  will  safely  move  people 
and  goods,  the  Highway  Commission's  efforts  play  a  vital  role 
in  the  state's  economic  and  business  life.  All  areas  of  our 
society — including  business,  industry,  agriculture,  forestry, 
recreation  and  tourism — depend   on  highways. 

Good  roads  are  as  important  to  industry  seeking  a  site  for 
a  plant  as  are  good  schools,  or  an  adequate  labor  supply.  Indus- 
tries demand  good  highways  to  get  their  raw  materials  to  the 
plant  and  their  finished  product  to  the  market  place. 

In  this  year  of  the  census,  there  has  been  a  continuing  trend 
in  certain  rural  areas  of  our  state  where  population  is  diminish- 
ing. Small  farmers,  frustrated  in  an  attempt  to  make  a  living 
in  a  society  that  is  turning  to  large  mechanized  farms,  are  leav- 
ing their  areas  to  seek  employment  in  urban  areas. 

If  North  Carolina  is  to  reverse  this  trend,  then  it  must  bring 
better  roads  to  these  eastern  and  western  counties  so  that  new 
jobs  may  become  available. 

The  State  Highway  Commission  has  been  very  much  aware  of 
this  and  has  realized  that  it  has  a  duty  to  see  that  these  areas 
are  not  neglected. 

It  is  not  an  easy  task. 

The  needs  in  the  urban  areas,  where  the  people  and  the  traffic 
are  more  heavily  concentrated,  demand  attention  because  roads 
must  not  be  allowed  to  get  to  the  point  where  they  are  over- 
saturated  with  vehicles. 

But  a  road  is  more  than  just  means  of  getting  from  one  place 
to  another. 

It  is  an  economic  weapon  that  must  be  used  to  fight  for  a 
better  way  of  life  for  the  people  in  all  parts  of  North  Carolina. 
Only  if  the  state's  highway  program  is  used  in  this  fashion  will 
it  serve  the  best  interest  of  all. 


THE  BIENNIUM  IN  BRIEF 

For  the  North  Carolina  State  Highway  Commission,  the 
biennium  from  July  1,  1968  to  June  30,  1970  was  a  period  of 
transition  as  well  as  achievement. 

During  the  first  year  of  the  two  year  period,  the  Commission 
operated  with  the  last  of  funds  provided  by  the  $300  million 
bond  issue  which  was  approved  by  the  people  in  1965,  then 
switched  to  a  "pay  as  you  go"  method  of  financing  in  1969-70, 
using  the  added  two-cents  per  gallon  gasoline  tax  increase  and 
a  small  increase  in  license  fees  approved  by  the  General  Assem- 
bly in  1969. 

It  was  also  a  year  of  transition  in  that  the  terms  of  the  14 
Highway  Commissioners  appointed  in  1965  ended  on  June  30, 
1969  and  this  group  was  replaced  by  the  23-member  Commis- 
sion which  was  named  by  Governor  Robert  W.  Scott,  who  suc- 
cessfully got  the  General  Assembly  to  enlarge  the  Commission. 

A  new  highway  chairman,  D.  McLauchlin  Faircloth,  was  ap- 
pointed by  the  Governor  in  early  1969  and  assumed  office  in 
February  of  that  year,  succeeding  Joe  Hunt,  who  had  held  the 
post  during  the  previous  administration. 

The  new  commission,  which  took  office  in  July,  1969,  took 
a  minimum  of  time  to  get  a  vigorous  construction  program 
underway. 

At  the  request  of  Governor  Scott,  the  Commission  doubled 
the  allocation  for  secondary  roads  in  1969  from  $16  million  to 
$32  million.  This  resulted  in  record  work  on  farm  to  market 
roads. 

The  Governor,  from  unallocated  surplus  funds,  ordered  $2.2 
million  spent  to  replace  22  unsafe  bridges  in  19  counties. 

In  November,  1969,  meeting  in  Nags  Head,  the  Commission 
listed  priority  primary  and  urban  projects — nearly  200  in  num- 
ber— that  would  be  constructed  in  all  sections  of  the  state. 
These  projects,  which  were  for  primary  roads,  were  submitted 
by  individual  commissioners  and  then  screened  by  a  committee 
from  within  the  Commission  on  a  basis  of  need.  It  was  an- 
nounced that  the  list  would  be  periodically  updated. 

The  biennium  saw  steady  progress  toward  completion  of  the 
state's  Interstate  Highway  System.  Probably  the  most  spec- 
tacular project  in  this  category  was  the  Pigeon  River  Gorge 
section  of  Interstate  40,  a  2z-mile  stretch  through  rugged  moun- 
tain territory  which  cost  $33  million.    It  included  the  only  tun- 


nels  on  the  Interstate  System  east  of  the  Mississippi  River  at 
the  time  it  was  opened. 

Another  long-awaited  completion  was  that  one  of  the  $16 
million  lift-span  bridge  across  the  Cape  Fear  River  at  Wilming- 
ton, the  only  such  bridge  in  the  state. 

As  the  biennium  closed,  the  Highway  Commission,  with  funds 
from  the  increased  gasoline  tax,  was  on  its  way  to  set  a  record 
during  the  calendar  year  on  the  amount  of  contracts  let,  and  the 
staff  of  the  Highway  Commission  was  harder  at  work  than  at 
any  time  in  history. 

If  the  present  financing  is  allowed  to  continue,  this  adminis- 
tration will  break  all  records  in  highway  construction  and  this 
opinion  is  shared  by  everyone  connected  with  the  Highway  staff. 


Raleigh's  Downtown  Boulevard,  State's  Busiest 
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CONTRACTING  ACTIVITY 

Even  in  a  period  when  there  was  a  change  of  administration, 
there  was  no  letup  in  construction  activity  during  the  1968-1970 
biennium. 

During  the  first  year  of  the  two-year  span,  the  Commission 
had  funds  from  the  1965  Road  Bond  Issue,  and  during  the  final 
year  this  was  supplanted  by  money  made  available  under  the 
"pay  as  you  go"  user  tax  plan. 

During  the  fiscal  year  1968-69,  the  State  awarded  296  con- 
tracts for  a  total  of  $148.7  million,  and  although  there  was  a 
short  interruption  during  which  a  new  Highway  Commission 
took  over,  the  1969-70  fiscal  year's  contracts  totaled  243  separate 
awards  for  a  total  of  $135.2  million. 

As  the  biennium  ended,  the  pace  of  awarding  contracts  was 
being  accelerated  and  it  was  apparent  that  on  a  calendar  year 
basis,  the  year  1970  would  break  all  highway  records  in  both 
number  of  projects  and  total  money. 


Work  at  1-77  and  Independence  Boulevard  in  Charlotte 
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HIGHWAY  FINANCES 

Under  North  Carolina  law,  the  construction  and  maintenance 
of  such  a  system  is  financed  through  a  user  tax,  which  in  this 
case  means  a  levy  on  gasoline  and  fees  from  vehicle  registra- 
tions. 

Not  one  cent  of  ad  valorem  taxes  is  used  to  support  hjghway 
construction  or  maintenance  in  the  state. 

During  the  biennium  from  July,  1968  to  June,  1970  the  State 
Highway  Commission  had  funds  from  the  Road  Bond  Issue  of 
1965  with  which  to  construct  primary,  urban  and  secondary 
roads.  This  $300  million  dollars,  approved  at  the  polls  by  the 
people,  enabled  the  Commission  to  greatly  expand  its  efforts 
and  gave  it  an  extra  $60  million  a  year  for  five  years  for  con- 
struction purposes. 

As  the  bond  money  neared  its  end,  the  1969  General  Assem- 
bly approved  a  two-cents  per  gallon  raise  in  the  gasoline  tax 
and  a  slight  increase  in  car  registration  fees  to  finance  an 
aggressive,  viable  highway  construction  fund. 

This  tax,  which  was  designed  to  bring  in  some  $55  million 
to  the  state's  highway  program,  supplanted  the  bond  funds  as  a 
source  of  highway  revenue.  However,  it  had  the  added  advan- 
tage of  giving  the  Commission's  state-wide  highway  improve- 
ment program  the  continuity  it  lacked  under  a  five  year  "shot 
in  the  arm"  program  provided  by  the  bond  issue. 

Although  the  Highway  Fund  gets  no  support  from  property 
taxes  or  from  the  General  Fund,  it  is  used  to  help  support  other 
state  agencies.  Among  these  are  the  Department  of  Motor 
Vehicles,  the  State  Board  of  Education  for  Driver  Education, 
the  Department  of  Agriculture  which  performs  fuel  inspections 
and  the  State  Utilities  Commission. 

Also,  the  Highway  Commission  returns  to  the  state's  incorpo- 
rated cities  and  towns  annually  the  revenues  of  one-half  cent 
of  the  gasoline  tax,  as  provided  by  law. 

Also,  one  cent  is  used  for  debt  service  to  retire  the  bonds 
voted  under  previous  administrations.  During  the  biennium, 
the  last  of  the  $200  million  dollar  road  bond  issue  which  was 
approved  during  the  administration  of  W.  Kerr  Scott  in  1949 
was  retired. 

Now  the  one  cent  tax  will  be  used  to  retire  the  $300  million 
bond  issue  which  voters  approved  in  1965,  during  the  adminis- 
tration of  Dan  K.  Moore. 
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The  state  receives  federal  allocations  each  year  for  the  con- 
struction of  federal-aid  highways,  and  these  are  matched  by  the 
state  on  a  50-50  basis,  except  in  the  case  of  interstate  highway 
construction,  for  which  the  federal  goverment  pays  90  per  cent. 
During  the  biennium,  this  federal  aid  has  amounted  to  between 
$75  and  $80  million  a  year. 

And  since  1965,  North  Carolina  and  a  dozen  other  states 
of  the  Appalacian  Region  have  participated  in  the  Appalachian 
Regional  Development  Commission.  This  is  a  program  which 
has  as  its  goal  the  strengthening  of  the  economy  in  the  area,  and 
better  highways  are  a  part  of  that  plan. 

Under  the  Appalachian  program,  the  federal  government 
originally  paid  for  70  per  cent  of  the  construction,  but  the 
matching  ratio  is  now  50-50. 

Following  is  a  summary  statement  of  revenues  and  expendi- 
tures for  the  fiscal  year  ending  June  30,  1970. 

1969-70 
REVENUES  AND    PARTICIPATIONS 

Motor  Vehicle  Revenue . $267,058,795.13 

Other  Revenue 13,229,577.89 

Debt  Service  Fund 24,763,829.29 

$305,052,202.31 

Federal- Aid  Participation $  91,268,874.38 

Cities  and  Towns  Participation 2,073,215.39 

Property  Owner's  Participation 728,805.38 

$  94,070,895.15 
TOTAL  REVENUE  1969-70 $399,123,097.46 


EXPENDITURES 

EXPENDITURES  BOLD  FACE 

Other  State  Agencies $  27,140,949.86 

Administration  and  Contributions  to 

Social  Security  and  Retirement  System 21,076,476.02 

$  48,217,425.88 

State  Maintenance  and  Construction — Primary 41,518,354.57 

State  Maintenance  and  Construction — Secondary 73,489,090.11 

State  Maintenance  and  Construction— Urban 12,032,484.30 

Public  Service  Roads 3,093,803.64 

Capital  Improvements 1,768,147.50 

Federal-Aid  Construction 97,757,457.37 
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State  Aid  to  Municipalities 11,232,098.33 

$240,891,435.82 
Debt  Service $#  39,069,816.80 

TOTAL  CURRENT  FUND  EXPENDITURES $328,178,678.50 

Bond  Expenditures $  47,688,217.16 

TOTAL  EXPENDITURES  1969-70 $375,866,895.66 
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D.  McLauchlin  Faircloth 
SHC  Chairman 


George  S.  Willoughby,  Jr. 
State  Highway  Administor 


THE  HIGHWAY  SYSTEMS 

During  the  biennium  just  concluded,  the  total  number  of 
streets  and  highways  in  North  Carolina  rose  to  85,460  miles. 

Of  this  mileage,  there  are  9,980  streets  which  are  not  on  the 
state  system  but  are  under  control  of  various  municipalities. 
There  are  also  1,854  miles  of  park  roads  which  are  under  the 
jurisdiction  of  either  the  state  or  the  federal  government. 

The  remainder  of  the  miles  of  highways,  73,626  miles,  are  the 
responsibility  of  the  State  Highway  Commission.  This  makes 
the  North  Carolina  Highway  Commission  responsible  for  the 
construction  and  maintenance  of  more  highway  mileage  than 
any  other  single  state  agency  in  the  United  States. 

Following  is  a  brief  summary  of  the  progress  made  during 
the  biennium  on  the  state's  road  system  primary,  secondary, 
urban  and  interstate. 
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THE  INTERSTATE  HIGHWAYS 

The  Interstate  Highway  System  moved  steadily  toward  com- 
pletion during  the  biennium  from  July,  1968  to  June,  1970. 

This  system,  designed  to  tie  all  parts  of  the  nation  together 
with  a  41,000  mile  network  of  freeways,  was  started  in  1956 
and  now  has  a  target  completion  date  of  1976,  but  this  will 
probably  be  extended  due  to  rising  costs  of  construction  and 
the  upgrading  of  standards. 

Originally  the  completion  date  was  1972,  but  because  of  in- 
crease costs,  cutbacks,  and  freezes  of  federal  funds,  the  target 
date  will  be  extended. 

One  of  the  most  significant  happenings  to  the  Interstate  pro- 
gram in  North  Carolina  during  the  biennium  was  the  addition 
of  67.2  miles  to  the  original  770  miles  originally  allocated  to 
the  state.  One  addition  will  carry  1-40  from  1-85  near  Durham 
via  Raleigh  to  connect  with  1-95  near  Smithfield.  The  other 
extends  1-77  from  its  former  southern  terminus  at  Independence 
Boulevard  in  Charlotte  to  the  South  Carolina  line. 

During  the  two  years,  41.9  miles  were  opened  to  traffic  and 
another  119.8  miles  were  let  to  contract.  Another  59.3  miles 
were  nearing  completion  and  were  scheduled  to  be  opened  dur- 
ing the  last  half  of  1970.  This  will  make  well  over  500  miles 
of  the  state's  allocation  of  838  miles  in  use  before  the  end  of 
calendar  1970. 

There  are  five  interstate  routes  in  North  Carolina,  and  here 
is  a  brief  look  at  each: 

1-26  runs  from  the  South  Carolina  line  via  Hendersonville 
to  Asheville  to  connect  with  1-40.  The  entire  route,  some  40 
miles,  is  either  complete  or  under  construction,  but  problems 
caused  by  a  mountain  slide  near  Saluda  in  Polk  County  have 
seriously  delayed  completion  of  the  project. 

1-40  runs  from  Greensboro  to  the  Tennessee  line,  and  much 
was  completed  on  this  highway  during  the  biennium.  The  Pigeon 
River  Gorge  section  which  runs  to  the  Tennessee  line  in  the 
mountains  was  opened  to  traffic  in  October,  1968.  Other  sec- 
tions, from  West  Asheville  to  Luther  and  from  Winston-Salem 
to  Statesville  were  to  be  opened  before  the  end  of  1970.  This 
leaves  three  missing  links — from  Cove  Creek  to  Clyde,  which 
is  under  construction;  from  Old  Fort  to  Asheville  for  which 
right  of  way  is  being  acquired  and  from  Hildebran  to  Conover, 
which  was  due  for  a  public  hearing  in  1970.    Both  the  Pigeon 
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River  section  and  the  Winston-Salem  to  Statesville  section  are 
major  achievements  in  opening  1-40  to  the  traveling  public. 

The  extension  of  1-40  from  Durham  to  Smithfield  was  being 
studied  at  the  end  of  the  fiscal  year  to  see  just  where  it  should 
be  located. 

1-77,  with  the  extension  granted  in  1968,  now  runs  from  the 
South  Carolina  line,  through  Charlotte  and  to  the  Virginia 
State  line.  Three  contracts  were  let  on  this  road  during  the 
biennium.  Work  in  the  Charlotte  area,  from  Statesville  to 
Elkin  and  from  Elkin  to  the  Virginia  State  line  are  the  prin- 
cipal links  which  must  be  closed. 

1-85,  which  has  more  North  Carolina  mileage  than  any  other 
interstate  highway,  runs  from  the  Virginia  State  line  north  of 
Henderson  to  the  South  Carolina  State  line  near  Gastonia.  With 
the  completion  of  the  entire  stretch  of  31  miles  north  of  Hen- 
derson and  the  link  between  Concord  and  Charlotte,  both  not 
later  than  1972,  there  will  be  only  one  link  incomplete — be- 
tween Greensboro  south  to  north  of  Salisbury,  now  a  four-lane 
highway  but  not  built  to  interstate  standards.  Work  has  been 
started  on  this  last  link. 

1-95  is  the  state's  "eastern"  interstate,  running  from  the 
Virginia  State  line  north  of  Roanoke  Rapids  to  the  South  Caro- 
lina line  south  of  Lumberton.  During  the  biennium,  the  link 
between  Lumberton  and  South  Carolina  was  let  to  contract, 
leaving  a  bypass  of  Fayetteville  and  37  miles  between  Gold 
Rock  and  Kenly  yet  to  construct. 

Progess  on  building  these  missing  links  depends  upon  federal 
allocations,  which  may  vary  from  year  to  year. 


A  Newly  Opened  Section  Of  lnterstate-40 
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THE  PRIMARY  HIGHWAY  SYSTEM 

North  Carolina's  Primary  Highway  System,  which  is  com- 
posed of  those  roads  in  the  state  bearing  US  or  NC  designations 
before  their  numbers,  connects,  the  state's  principal  cities  and 
towns.  It  is  more  than  13,000  miles  long,  which  is  more  mile- 
age than  the  entire  system  of  all  types  of  highways  under  state 
control  in  the  neighboring  state  of  Tennessee. 

There  has  long  been  a  desire  in  the  state  for  a  major,  multi- 
lane  highway  that  would  connect  the  coastal  region  in  the  east 
with  the  mountains  in  the  western  section  of  the  state. 

The  biennium  covered  in  this  report,  1968-70,  saw  much 
progress  in  this  effort.  At  last,  the  prospect  of  an  east-west 
four  lane  highway  is  within  sight. 

The  present  Commission  gave  top  priority  to  completing  the 
four-lane  highway  is  within  sight. 

City  to  Durham,  where  it  connects  with  the  east-west  Interstate 
1-85. 

It  also  gave  the  green  light  to  making  US  74,  from  Wilmington 
on  the  coast  to  Charlotte  and  on  to  reach  Interstate  26  in  Polk 
County  in  the  west  four-lanes. 

Projects  to  complete  these  are  active,  and  in  some  stage  of 
planning  design,  right  of  way  purchase  or  actual  construction. 
And  in  all  parts  of  the  state  there  was  a  definite  surge  in  high- 
way activity,  especially  in  the  year  1969-70. 

With  about  1,000  miles  of  four-lane  highway  open  to  traffic, 
North  Carolina  needs  over  500  more  miles  of  multilane  roads  as 
quickly  as  it  can  construct  them. 

With  the  increased  funds  provided  by  the  1969  General  Assem- 
bly, the  State  Highway  Commission  has  been  able  to  attack 
this  problem  in  a  viable  manner  and  there  is  confidence  on  the 
part  of  the  professional  staff  that  the  challenge  of  increasing 
future  traffic  can  be  met. 

It  is  the  feeling  of  the  Highway  Commission  that  better 
primary  roads  are  vitally  needed  to  improve  North  Carolina's 
economic  picture,  and  that  good  primary  roads  are  of  utmost 
importance  in  the  attraction  of  new  industry. 

This  is  one  of  the  reasons  why  the  present  Highway  Com- 
mission gave  highest  priority  to  improvement  of  the  primary 
system  and  intends  to  continue  to  do  so. 
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THE  URBAN  SYSTEM 

Even  though  North  Carolina  has  no  large  population  center, 
its  urban  traffic  problems  are  demanding  more  and  more  atten- 
tion each  year.  And  this  will  be  increasingly  true  in  the  imme- 
diate future  as  more  cars  appear  on  the  state's  highways. 

During  the  biennium  1968-70,  many  streets  within  incorpo- 
rated cities  and  towns  which  are  on  the  state  system  were 
improved,  and  work  was  pushed  on  the  completion  of  thorough- 
fare plans  which  have  been  adopted  by  more  than  100  munici- 
palities, in  agreement  with  the  State  Highway  Commission. 

This  urban  construction  is  the  most  sophisticated  and  the  most 
expensive  that  the  Highway  Commission  attempts.  In  Charlotte, 
for  instance,  freeway  construction  during  the  biennium  totaled 
some  $40  million  and  much  remains  to  be  done. 

The  City  of  Winston-Salem  has  informed  the  Highway  Com- 
mission that  an  estimated  $80  million  in  projects  is  needed  in 
that  city,  in  their  estimation. 

Some  projects  which  completed  during  the  biennium,  1968-70, 
were  Church  Street  in  Burlington ;  the  US  64  Bypass  of  Ashe- 
boro ;  Garrison  Boulevard  in  Gastonia ;  Ward  Boulevard  in  Wil- 
son and  the  first  segment  of  the  Durham  Expressway,  to  list 
a  few. 

Also,  during  the  biennium,  a  new  program  was  started  under 
which  the  federal  government  agreed  to  participate  on  a  match- 
ing basis  with  cities  of  over  5,000  population,  with  the  state 
acting  as  a  supervisor  of  the  projects. 

This  program,  called  Traffic  Operations  Program  to  Improve 
Capacity  and  Safety  (TOPICS)  was  approved  in  the  Highway 
Act  of  1968  and  became  operative  in  1969  with  the  enactment 
of  appropriate  state  legislation.  Several  cities  and  towns  have 
already  started  work  on  TOPICS  to  relieve  critical  traffic  prob- 
lems, and  more  municipalities  are  expected  to  take  advantage  of 
this  in  the  future. 

The  two  years  of  the  biennium  also  saw  incorporated  cities 
and  towns  in  the  state  receive  increased  sums  from  the  Powell 
Bill  program,  which  directs  that  one-half  of  one  cent  of  the 
gasoline  tax  be  allocated  to  North  Carolina  municipalities  on 
a  formula  of  population  and  street  mileage  not  on  the  state 
system. 

In  fiscal  1968-69,  the  sum  of  $10.4  million  was  distributed 
under  the  Powell  Bill  and  in  1969  this  increased  to  $11.2  million. 
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THE  SECONDARY  ROADS  SYSTEM 

The  North  Carolina  Secondary  Roads  System  has  undergone 
a  startling  transformation  during  the  past  two  decades. 

It  was  in  1949  that  Governor  Kerr  Scott  started  his  program 
to  "get  North  Carolina  out  of  the  mud."  At  that  time,  only 
about  7,000  miles  were  paved,  out  of  a  total  of  49,000  miles  on 
the  state  secondary  system. 

A  successful  $200  million  bond  issue,  which  the  voters 
approved,  started  an  intensive  paving  program  of  farm  to 
market  roads  and  at  the  end  of  fiscal  year,  1970,  more  than 
36,000  miles  of  the  state  secondary  system  were  black  topped. 
At  that  time,  the  system  had  grown  to  include  60,543  miles  of 
secondary  roads. 

In  recent  years,  as  more  and  more  North  Carolinians  have 
gone  to  work  in  industrial  plants  in  metropolitan  areas,  the 
secondary  system  has  involved  into  an  important  factor  linking 
rural  areas  to  primary  highways  feeding  into  cities.  Many  of 
these  roads  now  carry  large  traffic  loads,  more  than  many  of 
the  state's  primary  highways. 

The  biennium  from  July,  1968,  to  June,  1970,  saw  significant 
progress  in  the  improvement  of  the  state's  secondary  system. 

During  the  first  year  of  the  biennium,  the  allocation  for 
secondary  roads  was  $16  million,  and  384  miles  were  paved  for 
the  first  time  and  343  miles  were  stabilized  or  otherwise  im- 
proved. 

In  the  1969-70  fiscal  year,  the  secondary  allocation  was 
doubled  to  $32  million.  During  this  year,  1,212  miles  were  paved, 
and  444  miles  were  stabilized  or  otherwise  improved. 

As  the  paved  mileage  on  secondary  roads  increases  yearly, 
so  does  the  overall  maintenance  cost.  It  takes  about  twice  as 
much  money  annually  to  maintain  a  paved  road  as  it  does  a 
secondary  road,  and  as  the  state  continues  to  add  to  its  paved 
mileage,  its  maintenance  costs  will  increase  annually. 
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BRIDGES 

North  Carolina  had  a  banner  two  years  in  bridge  construction 
during  fiscal  year  1968-70. 

Besides  opening  to  traffic  several  major  new  spans,  the  State 
Highway  Commission  let  over  $48  million  in  bridge  contracts 
during  the  biennium.  In  the  first  year,  contracts  totaling  $25.3 
million  were  awarded,  and  in  the  second  year  the  total  was  $23.6 
million. 

One  of  the  larger  bridges  opened  was  the  most  expensive  in 
the  state's  history — the  $16  million  Cape  Fear  Memorial  Bridge 
over  the  Cape  Fear  River  at  Wilmington.  The  bridge  is  a  lift- 
span  facility,  the  first  of  its  kind  in  the  state. 

Another  major  bridge  to  be  opened  was  the  West  Asheville 
Bridge  over  the  French  Broad  River  at  Asheville,  which  is 
1,315  feet  long  and  cost  $1.2  million. 

Among  much  needed  bridges  let  to  contract  during  the  period 
was  one  to  connect  Emerald  Isle  with  the  mainland,  a  site 
where  more  than  one  million  people  rode  ferries  in  1969  and 
dual  bridges  over  Deep  River  and  a  proposed  Randleman  Reser- 
voir on  US  220  in  Randolph  County. 

Although  progress  in  bridge  construction  has  been  steady, 
there  remains  much  to  do  to  bring  the  state's  bridge  system 
to  a  state  to  meet  the  challenge  of  the  1970's. 

The  state  has  almost  16,000  bridges  on  its  system  and  less 
than  900  of  these  were  built  since  1935,  which  gives  some  idea 
as  to  the  age  of  most  of  the  state's  highway  spans. 

Governor  Scott  recognized  the  need  to  upgrade  older  bridges 
when  he  allocated  $2.2  million  to  replace  22  sub-standard 
bridges  in  19  counties. 


Traffic  Crosses  the  New  West  Asheville  Bridge 
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RIGHT  OF  WAY 

With  the  record  amount  of  highway  construction  that  went 
on  during  the  1968-70  biennium,  it  was  a  foregone  conclusion 
that  the  cost  of  acquiring  right  of  way  would  remain  at  high 
level.  However,  the  biennium's  total  was  slightly  under  that 
recorded  in  the  previous  two  years,  when  the  $300  million  road 
bond  program  was  going  full  blast. 

The  total  right  of  way  acquired  by  the  Highway  Commission 
during  the  biennium  that  concluded  June  30,  1970  was  $46.1 
million.  Of  that  amount,  $27.2  million  was  acquired  during 
the  first  year  and  $18.9  million  during  the  second  year.  In  the 
previous  biennium,  the  state  spent  $49.5  million  for  right  of  way. 

Since  the  momentum  of  construction  is  expected  to  continue, 
Highway  officials  believe  the  figures  for  right  of  way  costs 
will  continue  to  be  high,  and  contributing  to  this  belief  is  the 
ever  rising  cost  of  land  and  property. 

In  many  instances,  also,  the  job  of  acquiring  right-of-way 
is  more  difficult  as  federal  regulations  on  the  relocation  of  per- 
sons whose  homes  are  taken  by  highway  projects  have  become 
more  stringent  than  they  used  to  be. 


Burlington's  North  Church  Street's  New  Look 
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THE  FERRY  SYSTEM 

The  single  large  operation  of  the  North  Carolina  Highway 
Commission  which  is  not  directly  related  to  highways  is  the 
State  Ferry  System,  which  the  Highway  Commission  operates. 

There  are  six  state  maintained  and  operated  ferry  routes  in 
the  state — one  across  a  river  and  five  crossing  ocean  sounds. 
Four  are  toll  free,  while  on  two — the  Ocracoke-Cedar  Island 
route  and  the  run  from  Southport  to  Fort  Fisher,  tolls  are 
charged. 

The  other  four  routes  are  between  the  Mainland  and  Emerald 
Isle ;  between  the  Mainland  and  Knotts  Island ;  across  the  Pam- 
lico River  from  Aurora  to  Bayview  and  across  Hatteras  Inlet 
to  Ocracoke  Island. 

In  almost  all  instances,  the  ferry  traffic  is  increasing  an- 
nually and  the  years  in  the  1968-70  biennium  were  no  exception. 

Over  two  million  persons  used  the  ferries  in  the  fiscal  year 
1969-70,  and  of  this  total,  slightly  more  than  one  million  rode 
the  Bogue  Sound  ferry  between  the  Mainland  and  Emerald 
Isle.  A  bridge  is  now  under  construction  to  the  island  to 
take  care  of  the  ever  increasing  traffic  at  that  point. 

Almost  a  half-million  persons  went  to  Ocracoke  and  back 
over  the  free  ferry  across  the  Hatteras  Inlet  in  the  same  year, 
and  another  140,000  chose  to  visit  the  island  on  the  toll  ferry 
route  from  Cedar  Island,  a  two  and  one-half  hour  ride. 

Although,  the  cost  of  operating  the  ferries  is  high,  they  are 
regarded  as  a  prime  tourist  attraction.  The  fact  that  more 
than  two  million  persons  a  year  are  using  them  would  seem 
to  substantiate  this. 


At  the  Christening  of  the  State  Ferry  Herbert  C.  Bonner 
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HIGHWAY  SAFETY 

As  new  miles  of  highways  are  built  in  North  Carolina  and 
more  new  automobiles  appear  under  control  of  more  newly 
created  drivers,  the  element  of  highway  safety  grows  in  im- 
portance in  the  everyday  lives  of  North  Carolina's  citizens. 

The  State  Highway  Commission  has  been  long  aware  of  the 
need  for  a  concerted  effort  to  help  drivers  operate  their  vehicles 
in  as  safe  a  manner  as  possible.  In  1963  a  pilot  safety  program 
was  conducted  in  six  counties  in  the  State  which  showed  that 
a  coordinated  and  aggressive  program  directed  toward  traffic 
safety  can  be  effective. 

Congress  took  action  in  this  field  and  produced  the  Federal 
Highway  Safety  Act  of  1966.  North  Carolina's  Highway  Com- 
mission began  its  first  full-scale  safety  program  for  its  rural 
highways  in  1967  and  in  1968,  in  conformance  with  the  stand- 
ards of  the  1966  Act,  created  a  new  organizational  unit  to  work 
exclusively  with  accident  records,  their  analysis,  investigations, 
engineering  improvements,  evaluations  thereof,  and  plans  for 
new  facilities. 

This  new  group,  entitled  the  Accident  Identification  and  Sur- 
veillance Unit,  operates  within  the  Commission's  Traffic  Engi- 
neering Department  and  is  composed  of  four  sections.  The 
Accident  Identification  Section  is  mainly  responsible  for  han- 
dling the  approximately  120,000  accident  reports  sent  in  an- 
nually from  all  police  organizations  in  the  State.  From  the 
information  contained  in  these  reports  hazardous  locations  are 
identified  and  many  analytical  studies  are  made  for  agencies 
throughout  the  State. 

After  these  bad  locations  are  identified,  the  Accident  Inves- 
tigation Section  makes  field  studies,  acquires  other  necessary 
information,  analyzes  all  the  data,  and  produces  recommenda- 
tions for  improvements  aimed  at  aiding  in  reducing  or  elimi- 
nating whatever  accident  problems  exist  there. 

After  an  improvement  project  has  been  in  place  for  a  suitable 
period  of  time,  usually  not  less  than  a  year,  the  Identification 
Section  makes  a  " before  and  after"  study  to  evaluate  the  effec- 
tiveness of  the  treatment.  If  necessary,  additional  treatment 
will  be  recommended. 

The  Design  Review  Section  examines  plans  of  major  projects 
to  see  that  all  elements  of  design  which  might  make  the  pro- 
posed new  road  safe  have  been  considered.    This  section  also 
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performs  many  special  studies  such  as  may  concern  highway 
illumination,  intersection  capacity,  and  stopping  and  passing 
sight  distance  availability. 

The  Headquarters  Section  coordinates  the  activities  of  the 
unit  and  supervises  its  operation. 

The  entire  highway  system  network,  then,  of  nearly  74,000 
miles,  plus  much  of  the  municipally-owned  and  operated  systems, 
is  kept  under  surveillance  by  computer  techniques  and  checked 
at  least  annually  to  spot  problem  locations  before  they  become 
too  dangerous. 

In  a  recent  study  of  a  number  of  locations  where  safety 
improvements  had  been  in  place  long  enough  to  provide  a  suit- 
able accident  history,  evaluation  studies  showed  an  average 
accident  reduction  rate  of  about  11  per  cent  had  been  achieved. 

With  a  continuation  of  the  excellent  cooperative  effort  exist- 
ing between  educational,  enforcement,  and  engineering  branches 
of  the  State  Government,  the  only  limiting  factor  on  safe  driv- 
ing on  North  Carolina's  highways  will  be  the  attitude  of  drivers 
themselves. 


Accident  Frequency  Report  Is  Given  Governor  Scott 
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PERSONNEL 

The  Personnel  Department  continues  to  make  progress  in 
areas  of  recruitment,  employee  relations  programs,  in-service 
training,  pre-retirement,  management,   and   many  other  areas. 

During  the  spring  months  of  1970,  pre-retirement  counseling 
meetings  were  held  throughout  the  state.  All  employees  over 
age  60  were  invited  to  attend.  Representatives  from  the  Retire- 
ment System,  Social  Security  Administration  and  an  insurance 
carrier  were  present  to  offer  advance  information. 

The  Personnel  Department  is  now  in  a  position  to  offer 
better  service  to  departments  and  divisions  in  all  areas  of 
personnel  administration.  Recent  additions  to  the  staff  have 
released  two  Analysts  for  full-time  assignment  as  representa- 
tives to  specified  divisions  and  departments.  It  is  expected  that 
other  members  of  the  staff  will  be  available  for  part-time  duty. 
We  expect  to  be  more  active  in  personnel  matters  at  the  local 
level,  assisting  in  problem  areas,  helping  in  recruiting,  retire- 
ment counseling,  investigating  complaints,  and  generally  being 
available  to  assist  in  any  personnel  area. 

Recently,  the  Highway  Personnel  Officer  was  made  responsible 
for  the  Internal  Equal  Employment  Program.  Department  per- 
sonnel will  be  available  to  assist  divisions  and  departments  in 
reviewing  their  employment  posture,  and  making  improvement 
where  necessary. 

Since  1968,  the  majority  of  the  classifications  in  the  High- 
way Commission  have  been  studied  and  revised  upward  in  salary 
grade.  We  are  continuously  reviewing  our  employment  picture, 
making  salary  comparisons,  and  making  recommendations  on 
these  positions  and  classes  which  we  feel  should  be  reviewed. 

In  January,  1970,  the  Personnel  Department  with  the  ap- 
proval of  the  Administrator,  established  an  Advisory  Commit- 
tee on  Training.  This  Advisory  Committee  with  members 
appointed  from  various  departments  of  the  Highway  Commis- 
sion is  charged  with  the  responsibility  of  studying  and  recom- 
mending in-service  training  programs  to  benefit  every  employee 
of  the  Highway  Commission.  Information  and  studies  sug- 
gested through  this  Committee  have  enabled  the  Personnel 
Department  to  place  priorities  on  training  and  development  of 
employees  in  areas  and  departments  of  the  greatest  need. 

Continuation  of  the  Highway  Commission's  Career  Develop- 
ment Programs  and  its  expansion  presently  include  Cooperative 
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Educational  Programs  with  W.  W.  Holding  Technical  Institute 
and  Fayetteville  Technical  Institute.  On  the  college  level,  Vir- 
ginia Polytechnic  Institute  and  our  new  program  with  North 
Carolina  State  University  at  Raleigh  is  fully  operational. 

Recruiting  and  development  of  technicians  and  engineers 
is  based  upon  projected,  planned  personnel  needs  of  all  depart- 
ments within  the  Highway  Commission.  The  Career  Develop- 
ment Program  gives  individual  attention  to  each  trainee  in  an 
effort  to  utilize  the  individual  abilities  to  the  fullest  extent. 
The  Developmental  Program  gives  the  new  recruit  an  oppor- 
tunity to  gain  valuable  work  experience  in  each  of  the  highway 
functions  such  as  planning,  design,  construction  and  mainte- 
nance. 

Approximately  30  civil  engineering  graduates  are  maintained 
on  the  Career  Development  Program  at  all  times  to  assure  the 
Highway  Commission  of  a  ready  reserve  of  engineering  man- 
power. Approximately  25  civil  technology  and  cooperative  stu- 
dents are  maintained  on  the  Career  Development  Program  at 
all  times. 

The  Highway  Commission  through  its  recruitment  program 
on  various  university  campuses  has  attracted  more  engineers 
with  Masters  and  professional  degrees  than  in  past  years. 
Through  a  continuing  improvement  of  selection  procedures,  the 
caliber  of  engineering  and  technical  personnel  employed  is 
steadily  increasing. 


1-40  and  1-26  Meet  at  this  Asheville  Tri-Level  Interchange 
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MAINTENANCE 

The  highway  system  has  grown  to  where  it  now  consists  of 
73,625.90  miles,  and  as  the  system  grows  beyond  this. point  the 
cost  of  carrying  out  the  necessary  maintenance  operations  will 
increase. 

During  the  last  biennium  a  little  less  than  half  of  the  High- 
way Commission's  budget  was  spent  for  maintenance  operations. 
This  includes  everything  from  small  surface  patching  to  contract 
resurfacing  with  hot  mixes,  improving  roadside  drainage,  mow- 
ing of  slopes,  shoulders  and  median  strips;  the  removal  of  ice 
and  snow  in  winter;  the  maintenance  of  roadside  rest  areas 
and  welcome  centers;  the  maintenance  and  installation  of  all 
traffic  control  devices  such  as  signs,  signals  and  pavement  mark- 
ings, and  the  cost  of  electricity  for  traffic  signals  on  State  High- 
way System  streets  in  incorporated  areas ;  also,  the  maintenance 
and  operation  of  draw-bridges  over  the  navigable  streams  near 
the  coast. 

The  total  maintenance  expenditures  by  the  Highway  Com- 
mission for  the  biennium  just  concluded  was  approximately  $175 
million.  During  the  past  biennium  approximately  75,000  tons 
of  sodium  and  calcium  chlorides  were  used.  This  was  used  in 
conjunction  with  many  pieces  of  equipment,  among  which  are 
over  800  motorized  graders  and  six  heavy  duty  large  rotary 
snow  plows  together  with  the  approximately  11,000  permanent 
employees  and  2,000  temporary  employees. 

Maintenance  crews  in  the  event  of  deep  snows  begin  working 
with  salt  and  equipment  on  the  interstate  and  major  primary 
highways  then  turn  their  attention  to  lesser  primary  roads  and 
important  secondary  roads  with  particular  attention  paid  to 
bridges,  and  finally  work  the  less  important  paved  secondary 
and  unpaved  secondary  roads. 

Another  phase  of  the  maintenance  operations  which  is  associ- 
ated with  warmer  weather,  the  Maintenance  Department  oper- 
ates 1625  mowing  machines  of  all  types  in  mowing  approxi- 
mately 250,000  miles  of  shoulders  and  medians,  islands  and 
grounds  around  rest  areas  and  welcome  centers. 

In  addition  to  all  of  this,  the  Highway  Commission  is  forced 
to  spend  approximately  $2.5  million  per  year  to  clean  up  litter 
along  the  highways  deposited  there  by  thoughtless  motorists 
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and  to   repair   or   replace   damaged   signs   and   traffic   control 
devices  at  a  cost  of  approximately  $500,000.00. 


1-40  Is  Picturesque  In  Mountains 
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;ape  Fear  Bridge  at  Wilmington  Is  State's  Costliest 
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DEPARTMENT  OF  STATE  AUDITOR 

BUREAU  OF  INSTITUTIONAL  AND  DEPARTMENTAL 

AUDITING 

Raleigh,  North  Carolina 

Advisory  Budget  Commission 
Raleigh,  North  Carolina 

Gentlemen: 
We  have   examined  the   accounts  and   records  of  the 

NORTH  CAROLINA  STATE   HIGHWAY  COMMISSION 

Raleigh,  North   Carolina 

for  the  fiscal  year  ended  June  30,  1969  and  submit  herewith  our  report 
consisting  of  a  Balance  Sheet;  Statement  of  Revenues;  Statement  of 
Appropriations,  Apportionments,  Participation,  Allotments  and  Expendi- 
tures; various  other  supporting  Exhibits  and  Schedules  along  with  our 
footnotes  thereto  for  the  Current  Fund,  Bond  Fund  and  Debt  Service 
Funds. 

As  will  be  noted  from  the  various  statements,  the  Highway  Commis- 
sion keeps  accounts  and  records  for  the  Revenue  collections  and  ap- 
propriations of  the  Highway  Fund,  in  addition  to  the  accounts  and 
records  of  the  Highway  Commission.  It  would  seem  that  the  proper 
place  to  record  the  transactions  of  the  Highway  Fund  would  be  the 
State  Disbursing  Office,  in  the  same  manner  as  it  is  done  for  the 
General  Fund. 

Responsibilities  of  the  Controller 

During  our  examination,  we  observed  that  some  functions  and 
responsibilities  of  the  Controller  were  being  performed  in  other  Depart- 
ments.   General  Statute  136-4.    1  provides,  in  part: 

"The  Controller  shall,  under  the  direction  of  the  Chairman  of  the 

State  Highway  Commission,  and  in  accordance  with  and  subject  to 

the  requirements   of  the   Executive  Budget   Act,   develop  formalize 

procedures,  budgets,  internal  audits,  systems,  and  reports  covering 

all  financial  phases  of  Highway  Activity." 

The  above  statute,  of  course,  intends  that  good  financial  controls  be 
maintained  over  the  functions  of  constructing  and  maintaining  the  High- 
way system  of  North  Carolina.  In  several  areas  we  observed  that  the 
Controller   exercises  little,   if   any,    control   over  expenditures. 

During  our  examination  of  work  orders,  we  observed  that  bids  are  let 
and  contracts  for  construction  are  executed  under  the  direction  of  the 
Construction  Engineer.  The  Controller's  office  has  no  knowledge  of  the 
Contracts  or  the  amounts  thereof  until  such  time  as  they  are  approved 
by  the  Commissioners.  Construction  estimates  are  prepared  in  the  field 
by  the  resident  engineer  in  charge  of  the  Construction  project,  then  ap- 
proved by  the  Division  Engineer  and  the  Chief  Engineer.   They  are  then 
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forwarded  to  the  Construction  Engineer's  Department  where  they  are 
clerically  compared  to  the  Contract  under  the  supervision  of  Engineer  I. 
An  office  voucher  is  prepared  by  the  Construction  Department  and  for- 
warded to  the  Controllers  office  for  payment.  From  the  data  forwarded  to 
the  Controller,  personnel  in  the  Controllers  office  have  no  way  of  know- 
ing if  payment  is  warranted.  There  is  no  way  for  the  Controller  to 
furnish  needed  information,  such  as  percentage  of  contract  completion 
or  the  balance  of  contracts  outstanding.  The  original  contracts  and  Con- 
tractors Performance  Bonds  are  not  filed  in  the  Controller's  office,  but 
in  the  Project  Control  office,  even  though  they  will  eventually  be  liabili- 
ties of  the  Highway  Commission. 

It  is  requested  that  all  contracts  and  contractors  performance  bonds  be 
filed  in  the  Controller's  office  and  that  clerical  examinations  be  perform- 
ed by  employees  responsible  to  the  Controller  prior  to  payment  of  the 
monthly  estimates.  This  will  allow  establishment  of  good  fiscal  control 
over  construction  and  allow  the  Controller's  office  to  record  and  integrate 
into  his  financial  statements  the  Contract  amounts,  earnings  by  the 
contractor  and  unearned  contract  balances. 

Also,  we  observed  that  the  Construction  Department  determines  the 
qualified  bidders  through  prequalification  procedures  which  include  an 
examination  of  the  Contractors  financial  statements.  We  wonder  to  what 
extent  engineering  personnel  are  qualified  to  prepare  "Statements  of 
Source  and  Application  of  Funds".  Computation  of  various  ratios  and 
their  meaning,  and  interpret  the  effects  of  the  various  accounting  meth- 
ods used  by  the  Contractors  in  these  statement  presentations.  We  recom- 
mend that  a  member  of  the  Controller's  staff  prepare  written  interpreta- 
tions of  contractors  financial  statements. 

Engineering  and  consultant  contracts  are  maintained  in  the  Assistant 
Chief  Engineer's  office.  As  estimates  are  received,  the  amounts  are 
recorded  in  this  office  and  then  forwarded  to  the  Controller's  office  for 
payment.  These  contracts  are  not  reflected  in  the  financial  statements  of 
the  Commission  in  any  manner.  It  is  requested  that  these  contracts  and 
records  be  filed  in  the  Controller's  office  so  that  he  may  properly  re- 
cord and  reflect  payments  and  unearned  portion  of  these  contracts  in 
his  records. 

During  our  examination,  we  observed  funds  being  received  in 
departments  Ocher  than  tne  Controllers.  For  good  internal  control, 
the  Controller's  office  should  prepare  all  billings  and  receive  all  pay- 
ments directly,  except  for  minor  sales  of  maps,  etc. 

Following  is  a  listing  of  our  basic  recommendations.  These  recom- 
mendations are  discussed  in  detail  throughout  the  commentary  along 
with  the  recommendation  to   strengthen  Internal  Control. 

Summary  of  Basic  Recommendations 

1.  Controller  is  responsible  for  all  fiscal  affairs  of  the  State  High- 

way Commission  in  accordance  with  G.S.   136-4.1. 

2.  Controller  should  report  to  Chairman  only  in  respect  to  fiscal 

affairs  in  accordance  with  Executive  Budget  Act. 
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3.  Accounting  for  construction  contracts  payable  should  be  under 

the  direct  supervision  of  the  Controller's  office. 

4.  The   Construction  Contract    Document,    Contractor's   Bond,    and 

monthly  payment  vouchers  should  be  on  file  in  the  Controller's 
office  in  as  much  as  they  represent  liabilities  of  the  Highway 
Commission  and  are  support  of  Highway  Fund  payments. 

5.  Use  of    personnel  proficient    in    accounting    should    aid    in    the 

evaluation  of  Contractor's  financial  qualifications  in  the 
prequalification  procedures  employed  by  the  Commission. 

6.  The    accounting    for    Engineering    and    Construction    Contracts 

payable  should  be  a  function  of  the  Controller's  office  and 
should  be  represented  as  a  liability  on  the  Commissions  state- 
ments. 

7.  Contractors  claims  should  be  footnoted  on  the  monthly  financial 

statements. 

8.  Accounting  for  property  management  should  be  a  function  of  the 

Controller's  office  including  an  inventory  of  "residue  proper- 
ties", rental  income,  and  the  sales  of  residue  properties. 

9.  All  inventories    should    be  consolidated    into   a    Stores  Depart- 

ment. Procedures  should  be  established  whereby  all  purchases 
of  materials  and  supplies  should  be  accounted  for  through 
the  Stores  Department  and  requisitions  should  be  made  there- 
from. The  detailed  accounting  for  the  inventories  and  the 
issuing  therefrom  should  be  under  the  direct  supervision  of 
the   Controller. 

10.  Procedures    should    be    formulated    whereby    purchase    orders 

would  be  used  as  a  document  to  encumber  funds  so  as  to 
prevent  the  over  expenditure  of  allocations.  Procedures  used 
in  the  Purchasing  Department  should  be  brought  back  into 
conformity  with  the  regulations  of  the  Purchase  and  Contract 
Division    of    the    Department  of    Administration. 

11.  Budgetary   Policy    and    Accounting   treatment    of    transactions 

should  be  changed  to  conform  with  the  "Manual  of  Uniform 
Highway  Accounting  and  Financial  Management  Procedures" 
within  the  framework  of  the  General  Statutes  of  North  Carolina 
and  the  rules  and  regulations  of  the  Department  of  Adminis- 
tration and  the  Federal  Bureau  of  Public  Roads,  and  the 
Department  of  State  Auditor. 

12.  Procedures  should   be   formulated   to    accumulate  cost  data   by 

route  number   and  subsections  thereof. 

13.  To   conform  with  No.    11    above,  the    Controller's   office   should 

determine  the  source  of  allocations,  work  order,  and  project 
numbers  based  on  the  requests  submitted  by  the  Division 
Engineers  and  approved  by  the  Highway  Administrator  for 
presentation  to  the  Highway  Commission  for  their  final 
approval. 

14.  To   eliminate    duplication    of  effort    the   work  order    section   of 

Project  Control  should  be  absorbed  by  the  Controller's  office 
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in  as  much  as  it  is  necessary  for  the  Controller's  office  to 
keep  on  file  work  orders  in  support  of  allocations  made  by 
the   Commission. 

15.  The  function  of  the  Internal  Auditor  is  to  determine  conformity 

to  State  Highway  Commission  fiscal  policy  and  the  policies  set 
forth  by  the  Department  of  Administration.  As  a  result  he 
should  be  in  complete  control  of  his  audit  techniques  in  order 
to   preserve  his   independence. 

16.  Policies  and  procedures  in  the  Equipment  Department  should  be 

reviewed  and  action  should  be  taken  on  the  following: 

(1)  Adjust  rental  rates  to  more  closely  meet  operating  cost 

and  to  eliminate  annual  profits. 

(2)  Rates  should   be  based   on   usage  factors  rather   than  on 

arbitrary  day  or  week  bases. 

(3)  New  equipment  acquisitions  should  be  made  from  State 

Appropriation  in  lieu  of  funds  provided  by  Depreciation 
and  net  operating  Equipment  Dept.  "Profit". 

(4)  Autos  should  be  assigned  to  individuals  using  the  vehicle 

and  logs  should   be  maintained  thereon,   and  a  report 
should  be  filed  monthly  for  managerial  examination. 

Current  Fund 

During  the  course  of  our  examination,  it  became  apparent  that  we 
would  need  to  make  some  adjustments  to  the  sums  shown  on  the  Com- 
missions June  30,  1969  Balance  Sheet.  Most  of  these  adjustments  are 
discussed  fully  by  footnotes  to  the  Balance  Sheet,  Exhibit  "A",  while 
others  are  discussed  more  fully  in  the  following  commentary. 

At  June  30,  1969,  Accounts  Receivable  -  Cities  and  Towns,  had 
$237,161.47  past  due.  As  some  of  these  receivables  have  been  past  due 
since  June  30,  1957,  it  is  recommended  that  these  old  accounts  be  turned 
over  to  the  Attorney  General's  office  for  collection.  If  the  Attorney 
General  determines  that  these  accounts  are  uncollectible,  they  should 
be  written  off.  Of  course,  this  will  mean  that  State  Funds  have  been 
used  for  the  obligations  of  these  cities  and  towns.  As  the  Commission 
has  signed  contracts  for  the  work  performed  for  these  cities  and  towns, 
it  is  recommended  no  further  contracts  be  entered  into  with  these 
delinquent  cities  and  towns.  It  is  further  recommended  that  all  future 
contracts  with  cities  and  towns  contain  a  clause  which  will  allow  the 
Commission  to  withhold  from  "Powell  Bill"  funds  sufficient  amounts 
to  cover  any  future  defaults. 

It  was  necessary  for  us  to  adjust  the  inventories  in  order  to  present 
in  a  more  acceptable  manner  the  sums  shown.  Equipment  totaling 
$370,448.70  was  shown  in  the  Completed  Parts  Inventory  In  Transit. 
This  sum  was  adjusted  by  us,  as  this  equipment  was  received  prior  to 
June  30,  1969.  Also,  $334,439.34  of  unfilled  purchase  orders  included  in 
Inventories  were  adjusted  by  us  and  transferred  to  other  encumbrances. 

Of  the  sum  of  $2,752,855.47  shown  as  advance  acquisition  of  Right-of- 
Way,  approximately  $350,000.00  was  expended  for  objectives  other  than 
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the  purchase  of  land.  Further,  $252,855.47  has  been  expended  above  the 
$2,500.00  approved  by  the  Budget  Bureau  in  their  letter  of  June  4,  1968. 
Accounts  Payable  as  shown  by  the  Commission  totaled  $6,839,007.91 
on  the  Controller's  Report.  After  making  the  necessary  adjustments, 
the  accounts  payable  totaled  $2,386,384.58,  the  difference  being  unfilled 
Purchase  Orders  shown  by  the  Commission  as  accounts  payable,  rather 
than  as  encumbrances. 

The  $14,329.28  shown  as  Undistributed  Revenue  represents  revenue 
collections  by  the  Department  of  Motor  Vehicles,  for  which  they  did  not 
furnish  a  distribution  report  to  the  Commission. 

An  analysis  of  changes  in  the  Fund  Balance  is  shown  on  Schedule  A-l. 
As  will  be  noted,  it  was  necessary  to  decrease  expenditures  by  the 
amount  of  unfilled  purchase  orders  reclassified  by  us  to  "Other  Encum- 
brances". These  Purchase  Orders  had  been  classed  as  Accounts  Payable 
by  the  Highway  Commission.  Had  these  purchase  orders  not  been  shown 
as  expenditures  by  the  Commission,  total  net  expenditures  shown 
by  the  Commission  would  have  been  $231,258,650.55  and  Encumbrance 
allotments  would  have  been  $198,411,106.99  rather  than  $194,528,437.52 
as  shown  on  Exhibits  "A"  and  "C".  As  overdrafts  in  work  orders 
totaled  $13,055,752.21,  and  the  $194,528,437.52  is  a  net  figure  of  unexpend- 
ed balances,  and,  assuming  that  all  funds  allocated  to  work  orders  will 
be  used,  it  may  be  assumed  that  Encumbrance  allotments  are  under- 
stated by  the  amount  of  the  overdrafts.  (See  Commentary  on  Over- 
drafts below). 

During  our  examination,  we  observed  that  Construction  Contracts 
payable  were  not  shown  on  the  statements  of  the  Highway  Commission. 
From  the  Construction  Department,  we  obtained  information  showing 
that  approximately  $114,007,544.59  of  contracts  outstanding  had  not 
been  earned  by  the  Contractors  at  June  30,  1969.  Provisions  for  this 
amount  is  supposed  to  be  included  in  the  encumbrance  allotment  amount 
of  $194,528,437.52.  We  were  unable  to  verify  these  amounts  and  cite 
them  only  as  an  indication  of  the  amounts  involved. 

Not  included  in  the  statements  of  the  Commission  in  any  manner  are 
Engineering  and  Consultants  Contracts  payable.  From  the  records 
maintained  in  the  Assistant  Chief  Engineer's  office,  we  determined  the 
unpaid  portion  of  these  contracts  to  be  approximately  $1,367,508.17  at 
March  30,  1970. 

Also  not  shown  on  the  Commissions  statements  are  Contractor's 
Claims  amounting  to  approximately  $1,853,938.92  at  June  30,  1969.  This 
sum  was  determined  from  information  obtained  from  the  audit  and 
investigation  section.  These  claims  arise  when  the  Contractor  submits 
a  claim  for  payment  greater  than  the  contracted  amount.  These  claims 
are  submitted  to  the  Highway  Administrator,  who,  with  the  Commis- 
sioners approval,  may  allow  all  or  any  part  of,  or  may  deny  the  claim 
in  accordance  with  General  Statute  136-29. 

Exhibit  "E"  shows  allocation  from  unappropriated  surplus  during 
the  year.  This  surplus  is  the  result  of  revenue  collections  by  the  High- 
way Fund  being  greater  than  appropriations.  Chapter  1107  of  the  1967 
Session  Laws   states  that   collections   in  excess    of  estimated   revenues 
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may  be  allocated  in  the  next  succeeding  year  by  the  Director  of  the 
Budget,  "to  increase  the  appropriations  under  Titles  II  and  VI  -  3,  4,  5(a), 
(b),(c),(d),  6  and  7."  Title  II  is  "Public  Safety  and  Regulation"  and 
Title  VI  is  "Highways".  It  would  appear  that  the  $84,000.00  allocated 
for  the  purpose  of  paving  an  airstrip  on  Ocracoke  Island  does  not  meet 
the  requirements  of  Chapter  1107. 

Exhibits  "F"  through  "R",  along  with  footnotes  thereto,  we  feel  to 
be  self-explanatory. 

Encumbrance  Accounts  (Exhibit  "C") 

The  North  Carolina  State  Highway  Commission  accumulates  cost 
applicable  to  its  field  operations  through  a  system  of  Encumbrance 
Accounts  which  are  presented  in  Summary  on  Exhibit  "C"  under  that 
title.  The  Encumbrance  expenditures  amounted  to  $194,229,632.56  which 
constituted  the  majority  of  the  Commissions  expenditures  as  compared 
to  general  and  engineering  expenditures  amounting  to  $10,532,282.37 
during  1968-69.  The  Encumbrances  accounts  are  classified  into  five 
major  categories:  (1)  Non  Highway  Departments — State  Aid  to  Munici- 
palities; (2)  State  Maintenance  and  Construction;  (3)  Federal  Aid  Plan- 
ning and  Research  -  HPS/HPR/PR;  (4)  Highway  Construction  -  Federal 
Aid;   (5)  Capital  Improvements. 

The  first  category,  State  Aid  to  Municipalities  (also  referred  to  as  the 
Powell  Bill)  is  a  summary  presentation  of  appropriations,  allotments, 
and  expenditures  in  compliance  with  Section  136-41.1  through  Section 
136-41.3  of  the  General  Statutes  of  North  Carolina,  which  we  feel  is 
self-explanatory. 

The  second  category,  State  Maintenance  and  Construction,  summarizes 
adjusted  appropriations  and  participations,  allotments,  and  expenditures 
for  maintenance  and  construction  in  the  primary,  secondary,  urban, 
and  public  service  road  systems.  Appropriations  for  these  systems  per 
the  certified  budget  amounted  to  $97,359,205.00  which  was  increased  by 
$15,449,537.00  and  decreased  by  $95,088.00  during  1968-69  as  tabulated 
below.  In  addition  to  state  appropriations  presented  below,  participa- 
tions amounted  to  $2,545,965.87  for  1968-69. 


Appropriations  per  Certified  Budget  for  Primary 

Secondary,  Irban,  Public  Service  Roads  $  97,359,205.00 

Additions: 

Transfer  from  Legislative  Salary  Increase  $  2,216,791.00 

Transfer  From  Merit  Salary  Increase  1,760,266.00 

Transfer  From  Longevity  Pay  173,387.00 

Administrative  Transfers  Between  Funds  3,413.00 

Transfers  From  Unappropriated  Surplus  1 1 ,  295 ,  680 .  00 


Total  Additions  15,449,537.00 


Total  Adjusted  Appropriations  $112,808,742.00 

Deductions 

Transfers  to  Administrative  Codes  95,088.00 


Total  Funds  Appropriated  to  Primary,  Secondary,  Urban, 
and  Public  Service  Roads  $112,713,654.00 
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Participations 


Total  Appropriations  and  Participations  for  State 

Maintenance  and  Construction  $115,259,619.87 

During  1968-69  the  Commission  allocated  all  of  the  adjusted  appropriations  and  participations  as 
follows: 

Funds  Allocated  on  Basis  on  Road  Mileage  and  Population  Formulas  $  99,650,000.00 

Funds  Allocated  directly  by  the  Governor  from  Unappropriated  Surplus  1 1 ,  295 ,  680 .  00 

Funds  Allocated  by  the  Commission  on  other  than  f ormular  basis  1 ,  767 ,  974 .  00 

Funds  Allocated  as  a  result  of  Participations  2,545,965.87 


Total  Appropriations  and  Participations  Allocated  $115,259,619.87 


It  has  been  the  policy  of  the  Budget  Division  of  the  Department  of 
Administration  to  allow  the  State  Highway  Commission  to  allot  all  of  its 
allocations  to  the  State  Maintenance  and  Construction  Systems  by  the  end 
of  the  fiscal  year.  Reference  is  made  to  Exhibit  "C",  Statement  of 
Appropriations,  Apportionments,  Participations,  Allotments,  and  Ex- 
penditures for  a  summarization  of  Current  year  allotments  to  the  State 
Maintenance  and  Construction  Systems.  It  should  be  noted  that  Unex- 
pended Allotments  at  July  1,  1968  amounted  to  $57,285,095.68,  current 
year  allotments  amounted  to  $115,259,619.87,  net  expenditures  amounted 
to  $103,098,103.30,  and  at  June  30,  1969,  unexpended  allotments  amounted 
to  $69,446,612.25. 

The  Commission  makes  a  further  breakdown  of  allotments  into  pro- 
ject allocations  and  work  order  allocations  which  are  presented  on  Exhi- 
bit "F"  and  Exhibit  "G". 

The  third  and  fourth  categories,  Federal  Aid  Planning  and  Research 
and  Federal  Aid  Construction  are  summary  presentations  of  Federal 
Apportionments,  City  and  Town  and  Property  owners  Participations, 
and  State  Matching   Funds. 

As  apportionments  are  made  by  the  Federal  Bureau  of  Public  Roads, 
it  has  been  the  policy  of  the  State  Highway  Commission  to  accrue  the 
apportionment  and  recognize  it  as  revenue  in  the  year  in  which  it  is 
made.  State  matching  funds  appropriated  are  not  allotted  until  such 
time  as  projects  reach  the  authorization  stage  and  the  federal  funds  are 
released  and  made  available  for  obligation,  and  at  the  same  time,  placed 
under  obligation.  At  this  point  the  appropriate  matching  percentage 
of  Federal  and  State  Funds  is  "set  up"  on  the  projects  to  be  expended 
as  work  progresses.  It  should  be  pointed  out,  however,  that  the  State 
Highway  Commission  first  makes  expenditures  on  federal  aid  projects, 
and  subsequently  bills  the  Bureau  of  Public  Roads  for  the  appropriate 
matching  portion  of  federal  funds  expended  on  the  project  under  their 
current  billing  process. 

Total  expenditures  for  Highway  Planning  and  Research  during  1968-69 
amounted  to  $1,723,191.30  and  Federal  Aid  Construction  expenditures 
amounted  to  $77,67,030.46.  State  federal  aid  matching  funds  allotted 
during  1968-69  for  Highway  Planning  and  Research  and  Federal  Aid 
Construction  amounted  to  $522,731.55  and  $33,882,571.95  respectively  as 
presented  on  Exhibit  "C". 


39 


The  fifth  category  of  Encumbrance  accounts  presented  on  Exhibit  "C" 
are  the  Capital  Improvement  Codes  for  the  last  four  bienniums.  A  dis- 
cussion of  the  various  Capital  Improvement  Codes  are  made  under  that 
appropriate  caption  elsewhere  in  this  commentary. 

There  are  basically  four  types  of  numbered  roads  in  North  Carolina: 
(1)  Interstate  (2)  State  Primary  (3)  State  Secondary  and  (4)  Local. 
The  ordinary  layman  refers  to  a  particular  road  by  these  numbers  such 
as  U.  S.  64  or  1-95,  or  N.  C,  50,  or  Woodcrest  Drive,  SR  2776.  One  would 
ordinarily  expect  that  cost  of  construction  or  maintenance  of  the  afore- 
mentioned numbered  roads  could  be  easily  obtained  from  the  records 
of  the  State  Highway  Commission;  however,  this  is  not  the  case,  and  it 
appears  that  it  would  take  considerable  research  to  ascertain  such  cost 
under  the  present  numbering  system  used  by  the  Commission  to  accumu- 
late cost. 

Generally  the  numbering  system  used  in  assigning  work  orders 
identifies  the  system,  i.e.  primary,  secondary,  urban,  federal  aid,  etc. 
It  also  generally  identifies  the  county  and  describes  the  type  of  work  to 
be  accomplished.  It  may  also  identify  the  division.  If  more  than  one 
source  of  funds  are  to  be  used  to  accomplish  work  on  a  particular 
project,  there  is  no  way  to  determine  the  source  of  funds  used — that 
is  current  fund,  bond  fund,  Capital  Improvement,  property  owners 
participation,  city  and  town  participation,  other  sources.  As  a  result,  we 
found  it  extremely  difficult  or  virtually  impossible  to  ascertain  any 
meaningful  cost  on  a  particular  numbered  road. 

Budgets 

During  our  examination,  we  observed  that,  except  for  salaries  an*d 
wages,  no  expenditures  are  budgeted  by  object  for  the  3,000  departments, 
Field  Operations.  The  Finance  Department  expended  $98,549.12  and 
the  Planning  Department  expended  $1,650,522.27  for  costs  that  were 
transferred  to  work  orders  in  the  Field  Department,  from  funds  budget- 
ed by  object  in  those  departments. 

According  to  the  E.  D.  P.  tabulation  "Statement  of  Maintenance  and 
Construction  Expenditures  by  object  at  June  30,  1969",  $260,699,828.25 
was  expended  in  Field  operations.  Salaries,  Permanent,  totaled  $46,064,- 
509.04  and  salaries  —  temporary,  totaled  $6,634,287.15.  Therefore,  ex- 
penditures from  budgeted  funds  totaled  $54,447,867.58,  leaving  a  balance 
of  $206,251,960.67  in  expenditures  not  budgeted  by  object. 

Included  in  the  $260,699,828.55  mentioned  above  is  $76,886,620.71  ex- 
pended from  the  Bond  Fund  and  $1,317,882.48  from  the  Capital  Improve- 
ment Funds.  Expenditures  by  object  are  not  budgeted  by  the  Highway 
Commission  for  the  Bond  Fund  and  Capital  Improvement  Funds.  (See 
Commentary  on  Bond  and  C,  I.  Funds  below). 

Not  budgeting  the  Bond  Fund  and  Capital  Improvement  Fund,  of 
course,  means  the  Commission  has  three  resources,  of  which  only  one 
is  budgeted.  Expenditures  of  the  Bond  Fund  and  Capital  Improvement 
Funds  are  made  in  the  Field  Departments,  (3,000  Departments).  Of  the 
Salaries  and  Wages  paid   in   the   Field  Departments,  $7,831,329.15   was 
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charged  to  the  Bond  Fund  and  $327,371.06  was  charged  to  the  Capital 
Improvement  Funds,   Exhibit   "K"  and    Schedule  R-2. 

In  summary  and  conclusion  we  recommend  a  change  in  the  present 
system  of  accumulating  cost  of  the  field  operations  for  maintenance  and 
construction  expenditures.  Budgetary  Policy  and  the  accounting  treat- 
ment of  transactions  should  be  changed  to  conform  with  the  "Manual 
of  Uniform  Highway  Accounting  and  Financial  Management  Procedures" 
within  the  framework  of  the  General  Statutes  of  North  Carolina  and 
the  Rules  and  Regulations  set  forth  by  the  Department  of  Administration, 
the  Federal  Bureau  of  Public  Roads,  and  the  Department  of  State 
Auditor. 

We  feel  that  a  change  in  the  system  is  justified  in  order  that  sound 
planning,  budgeting,  management,  reporting,  and  evaluation  of  perform- 
ance can  be  accomplished  in  the  Highway  Commission.  We  realize  there 
will  be  problems  encountered  in  the  changeover,  such  as  budgeting 
items  which  are  currently  only  indirectly  related  to  road  maintenance 
or  construction,  instructing  employees  in  the  use  of  the  system,  etc. 
However,  we  feel  that  the  benefits  from  such  cost  accumulation  and  re- 
porting will  far  outweigh  the  problems  encountered  in  the  initial  change 
in  the  system.  We  further  feel  that  a  cost  accounting  system  is  the  only 
system  that  will  produce  the  financial  data  necessary  for  the  proper 
reporting  of  Highway  financial  affairs,  proper  management,  and  planning. 

Work  Order  Examination 

During  the  course  of  our  examination  of  the  North  Carolina  State 
Highway  Commission,  we  devoted  much  of  our  time  to  the  various 
expenditures  and  receipts  recorded  in  the  Encumbrance  Accounts.  The 
Commission  accumulates  cost  applicable  to  the  encumbrance  accounts 
in  detail  through  a  system  of  work  orders.  Each  work  order  is  applicable 
to  a  specific  area  of  work  or  location,  and  after  proper  approvals  are 
acquired,  the  work  order  is  authorization  for  the  expenditure  of  funds  for 
the  purposes  cited  in  the  work  order. 

Among  some  of  the  procedures  employed  by  us,  we  made  use  of  a 
computer  program  to  randomly  select  certain  work  orders  for  our 
examination;  in  addition  to  this  random  sample,  we  selected  certain 
objective  code  charges  and  credits  for  further  examination.  We  also 
made  a  detailed  examination  of  charges  and  credits  made  to  specific  work 
orders  selected  by  us  encompassing  all  the  encumbrance  accounts  in- 
cluding the  primary,  secondary,  urban,  public  service  roads,  and  federal 
aid  construction  systems. 

As  a  result  of  our  examination  a  number  of  questions  arose  involving 
Budgetary  policy  and  Accounting  Treatment,  Commission  Policy,  reli- 
ability, uniformity,  and  value  of  data  accumulated;  management  use  of 
financial  and  fiscal  reports;  and  other  questions  related  to  specific 
charges  or  credits  to  work  orders. 

Budgetary   Policy   and   Accounting  Treatment 

We  observed  in  our  examination  of  work  orders  that  the  accounting 
treatment  for  certain  charges  and  credits  made  to  work  orders  facilitates 
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the  misclassification  and  understatement  of  both  expenditures  and  rev- 
enues. By  this  treatment  budgetary  controls  are  circumvented,  and 
the  proper  recordation  and  reporting  of  revenues  and  expenditures  are 
somewhat  misleading. 

There  are  several  basic  reasons  for  the  aforementioned  accounting 
treatment.  First,  the  existing  procedures  employed  in  the  Highway 
Commission  do  not  require  the  complete  budgeting  of  expenditures  and 
revenues  in  the  encumbrance  accounts  by  objective  and  functional  classi- 
fication except  for  salaries  and  wages  which  are  only  budgeted  on  a 
departmental  basis.  Secondly,  the  accounting  for  highway  construction 
and  maintenance  is  not  kept  on  a  cost  accounting  system  whereby  indi- 
rect cost  can  be  properly  budgeted  and  accumulated,  and  appropriately 
redistributed  to  specific  projects  on  an  acceptable  allocation  of  cost 
basis.  A  third  problem  that  exists  is  the  accounting  treatment  for  rents, 
reimbursements,  and  other  receipts  of  a  revenue  nature  which  are  neither 
budgeted  nor  shown  as  revenue,  but  are  netted  against  expenditures  as 
if  they  were  refunds  of  expenditures.  Finally,  we  observed  that  in  many 
instances  the  Controller's  office  was  not  in  complete  command  of  the  fiscal 
affairs  of  the  Highway  Commission  as  provided  in  the  General  Statutes 
of  North  Carolina;  as  a  result  many  charges  and  credits  to  work  orders 
were  the  results  of  processing  accounting  transaction  on  the  instruction 
of  other  departments  without  the  full  knowledge  of  the  financial  and 
budgetary  significance  of  the  transaction  or  whether  the  transactions 
received  proper  treatment  as  to  classificaion  and  recordation. 

In  the  encumbrance  accounts,  work  orders  are  written  to  allocate 
certain  sums  of  money  to  the  various  field  departments  to  accomplish  the 
work  cited  in  the  work  order  without  regard  to  objective  or  functional 
classification  of  expenditures,  except  for  salaries  and  wages  which  are 
budgeted  on  a  division  wide  or  departmental  basis  and  encompasses  the 
whole  realm  of  the  encumbrance  accounts.  By  allocating  funds  to  work 
orders  on  a  departmental  basis  each  department  is  only  concerned  with 
its  individual  allocation  without  regard  to  the  other-all  work  order  or 
project  cost.  We  observed  in  a  number  of  instances  that  the  departmental 
allocation  was  a  vehicle  by  which  that  department  would  have  a  place 
to  charge  its  expenditures  if  funds  were  available  or  not.  The  lack  of 
having  a  functional  and  objective  budget  for  a  work  order  or  project 
facilitates  poor  planning  for  total  project  expenditures  and  makes  final 
evaluation  or  performance  on  the  project  an  impossibility. 

To  give  an  example  of  the  fallacy  in  only  allocating  funds  to  work 
orders  on  a  departmental  basis,  we  cite  work  order  9.7091601,  an  Urban 
Bond  Fund  work  order  to  widen  N.  C.  109  in  Thomasville.  The  project 
was  originally  approved  by  the  Commission  on  December  2,  1966  in  the 
amount  of  $20,000.00,  $15,000.00  allocated  to  Department  3240,  Highway 
Preconstruction,  $1,000  allocated  to  Department  3260,  Highway  Construc- 
tion, and  $4,000.00  allocated  to  Department  3280,  Bridge  Preconstruc- 
tion, Construction  and  Maintenance.  On  July  31,  1968  the  work  order 
was  in  overdraft  by  a  total  of  $25,876.08.  As  a  result  on  August  2,  1968 
the  Commission  was  requested  to  approve  an  additional  $85,000.00  for 
"PE,  R/W,  and  Construction  on  Randolph  Street  from  North  Main  St. 
to  intersection  of  US  62  and  NC  109".    The  $85,000.00  was  allocated— 
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$15,000.00  to  Department  3240,  Highway  Preconstruction,  and  $70,- 
000.00  to  Department  3260,  Highway  Construction.  Thirteen  months 
later,  August  31,  1969,  again  the  work  order  was  in  overdraft,  but  this 
time  by  $131,612.66.  As  a  result,  a  second  request  was  submitted  to  the 
commission  to  "add  funds  for  adequate  financing"  which  they  approved 
on  August  2,  1969  in  the  amount  of  $70,000.00  which  was  $61,612.66  short 
of  the  amount  necessary  to  cover  the  then  existing  overdraft.  The 
entire  $70,000.00  was  allocated  to  Department  3260,  Highway  Construc- 
tion. It  might  be  added  that  just  prior  to  the  second  request  for  the 
additional  $70,000.00  approved  by  the  Commission  on  August  2,  1969, 
$13,526.95  of  Construction  Department  expenditures  were  transferred 
to  a  "companion  work  order"  9.8091623  in  the  Current  Fund  in  June 
of  1969. 

Finally,  in  December,  1969  the  work  order  was  closed  at  which  time 
the  overdraft  had  grown  to  $79,472.77.  It  was  necessary  to  increase 
allocations  to  the  Department  as  follows:  Division  9,  $1,062.16;  Right-of- 
Way  Department  $90.38;  Highway  Preconstruction  Department,  $32,- 
277.08;  Highway  Construction  Department,  $37,875.34;  Bridge  Precon- 
struction, Construction,  and  Maintenance,  $8,163.40;  and  Legal  Depart- 
ment, $4.41.  It  should  be  pointed  out  that  no  Commission  approval  was 
obtained  to  allocate  funds  necessary  to  cover  the  overdraft  at  the  con- 
clusion of  the  project. 

To  summarize,  the  original  work  order  was  approved  for  $20,000.00 
initally;  an  additional  $155,000.00  was  subsequently  requested  of  and 
approved  by  the  Commission,  and  $79,472.77  was  allocated  to  the  work 
order  without  the  approval  of  the  Commission.  As  a  result,  the  original 
project  cost  grew  from  an  estimated  $20,000.00  to  $254,472.77.  Project 
expenditures  made  by  each  department  far  exceeded  funds  allocated  to 
that  Department  as  its  "budget"  on  the  work  order.  We  understand  that 
the  division  engineers  with  the  aid  of  the  Project  Control  Section  de- 
termines fund  requirements  on  work  orders  and  the  Project  Control 
Officer  has  the  responsibility  of  requesting  the  funds  from  the  Commis- 
sion and  allocating  the  funds  to  the  various  departments  (if  the  project 
is  approved  by  the  Commission)  in  addition  to  assigning  the  work 
order  number. 

The  above  example  is  typical  of  many  work  orders  which  we  examin- 
ed. We  feel  that  if  a  functional  and  objective  budget  had  been  de- 
termined for  estimated  project  requirements,  better  planning  would 
have  been  made,  the  full  scope  of  the  work  to  be  accomplished  would 
have  been  presented  to  the  Commission,  and  an  evaluation  of  the  per- 
formance on  the  project  could  have  been  made  for  management  purposes 
and  future  planning. 

The  accounting  for  highway  construction  and  maintenance  is  not  kept 
on  a  cost  accounting  system  whereby  indirect  cost  can  be  properly 
budgeted  and  accumulated,  and  appropriately  redistributed  to  specific 
work  orders  on  an  acceptable  cost  allocation  basis.  Generally  charges  for 
indirect  costs  are  made  directly  to  an  encumbrance  account  work  order 
as  the  current  system  does  not  recognize  all  of  the  "Cost  Centers"  which 
incur  cost  that  should  be  redistributed  to  all  of  the  work  orders  serviced 
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by  such  "Centers".  A  summary  by  objective  code  classification  for  the 
field  operations  revealed  the  following  indirect  charges  made  to  the 
Encumbrance  Accounts   during   1968-69: 


Amount 

Educational  Expenses 

$          5,574.22 

Telephone  and  Telegraph 

113,470.43 

Postage 

19,154.47 

Rent  of  Land  and  Structures — Individual 

7,848.10 

Rent  of  Land  Structures 

58,744.62 

Water,  Heat,  Power 

305,548.52 

Repairs  and  Services  to  Buildings 

14,166.83 

Office  Supplies 

16,414.02 

Building  and  Grounds  Materials  and  Supplies 

net  of  Capital  Improvements 

39,571.52 

Engineering  and  Drafting  Supplies 

93,314.07 

First  Aid  and  Medical  Supplies 

7,263.56 

Office  Furniture  and  Equipment,  Net  of  Capital  Improvements 

12,031.36 

Miscellaneous  Equipment 

32,696.94 

$      725,798.66 

There  are  a  number  of  other  objective  code  classifications  which  in- 
cluded both  direct  and  indirect  costs  to  the  encumbrance  accounts, 
such  as  salaries  and  wages,  payroll  additivies,  travel,  etc.  Under  the 
present  system  we  were  unable  to  separate  the  indirect  cost  from  the 
direct  costs. 

Currently  some  "cost  centers"  have  been  identified  and  distribution 
is  made  to  work  orders  on  some  basis.  An  example  of  such  center  is  the 
Equipment  Department  whereby  costs  are  distributed  to  the  work 
orders  on  the  basis  of  a  rental  rate  for  the  use  of  equipment  on  a  work 
order.  However,  there  are  a  number  of  "cost  centers"  that  are  not  recog- 
nized as  such,  and  only  accumulate  cost  on  a  work  order  as  if  the  work 
order  were  a  regular  construction  or  maintenance  work  order.  Examples 
of  these  "centers"  are  division  and  county  maintenance  yards,  ferry  oper- 
ations, educational  leave,  maintenance  and  inspection  weighing  stations. 
Other  "cost  centers"  not  recognized  as  such  are  resident  engineers' 
administrative  expenses  which  are  supposedly  charged  directly  to  the 
project  he  is  currently  in  charge  of.  Warehouse,  building  and  grounds, 
laboratory  and  testing,  and  other  service  centers  are  also  not  recognized 
as  "cost  centers"  which  should  be  distributed  as  indirect  cost  to  work 
orders. 

We  recommend  that  a  careful  internal  review  be  made  of  the  various 
"cost  centers"  included  in  the  encumbrance  accounts,  identify  them  as 
such,  budget  them  as  such,  and  where  appropriate,  distribute  the  cost 
of  the  centers  as  indirect  cost  to  the  actual  construction  and  mainten- 
ance of  roads  work  orders  on  same  reasonable  basis,  such  as  establish- 
ing an  indirect  cost  rate  per  hour  of  direct  labor. 

Rents,  reimbursements,  and  certain  other  receipts  of  revenue  nature 
are  neither  budgeted  nor  accounted  for  as  a  revenue.  Instead,  these 
receipts  are  netted  against  expenditures,  thus  understating  both  revenue 
and  expenditures. 

In  order  to  have  budgetary  control  over  expenditures  and  fairly  pre- 
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sent  the  results  of  operations,  items  properly  considered  to  be  revenue 
should  never  be  netted  against  expenditures.  Also  in  order  for  manage- 
ment to  evaluate  current  performance  and  plan  for  future  period  budget 
requirements,  it  is  necessary  to  make  such  judgements  based  on  historical 
costs  and  revenues,  and  project  such  costs  and  revenues  into  future 
periods.  Therefore,  it  is  necessary  for  the  records  and  accounts  to  reflect 
fairly  the  transactions  as  they  actually  occurred,  not  the  net  effect. 

During  the  course  of  our  examination  we  observed  at  least  five  areas 
in  which  revenues  and  expenditures  were  improperly  netted:  (1)  Rents 
amounting  to  approximately  100,000.00  ($314,200.95  over  the  last  three 
years)  per  year  earned  from  property  acquired  for  future  highway  right- 
of-way  use  were  credited  against  work  orders  on  which  the  property  was 
acquired.  (2)  Sales  of  "residue  property"  were  credited  primarily  against 
one  work  order  that  came  to  our  attention  in  the  amount  of  $53,031.82 
during  the  period  July  1,  1965  through  November,  1969.  Residue  property 
results  from  the  acquisition  of  right-of-way.  In  order  to  acquire  a  certain 
parcel  of  land  through  which  the  right-of-way  will  go,  in  some  instances, 
it  may  be  necessary  to  acquire  the  entire  parcel  in  order  to  negotiate 
with  the  property  owner.  As  a  result  "residue  property"  may  be  defined 
as  that  portion  of  a  parcel  of  land  acquired  for  right-of-way  purposes 
that  is  not  included  within  the  boundaries  of  the  right-of-way  but  is 
owned  by  the  State  Highway  Commission.  (3)  Ferry  toll  receipts  amount- 
ing to  $202,920.25  collected  during  1968-69  were  credited  against  the 
two  work  orders  which  accumulate  the  costs  for  the  ferry  operations. 
(4)  Some  cities  and  towns  contract  with  the  Highway  Commission  to 
perform  work  for  them  on  non-highway  systems  within  the  city  or 
town  as  a  result  of  their  Powell  Bill  funds.  The  various  divisions  per- 
form work  for  the  city  or  town  and  charge  expenditures  to  mainten- 
ance work  orders.  When  the  work  is  completed,  the  division  engineer's 
office  bills  the  city  or  town  for  work  performed.  When  the  account  is 
received  by  the  division  engineer's  office,  the  city  or  town's  check  is 
forwarded  to  Raleigh  with  the  instruction  to  credit  the  amount  against 
the  maintenance  work  order.  During  1968-69  $242,889.21  was  refunded 
as  reimbursement  from  cities  and  towns.  (5)  Cost  for  the  Governors 
Highway  Safety  Program  were  accumulated  on  Work  Order  6.801474  and 
all  expenditures  incurred  in  connection  with  the  program  were  100  per- 
cent reimbursable  either  by  agreement  with  the  U.  S.  Department  of 
Transportation  or  the  Governor's  Highway  Safety  Program.  There  was 
a  contractual  arrangement  for  budget  purposes  between  the  Highway 
Commission  and  Governor's  Safety  Program.  The  Governor's  Safety  Pro- 
gram recorded  reimbursement  to  the  Highway  Commission  as  Contract- 
ual Services.  However,  the  Highway  Commission  did  not  treat  the  reim- 
bursement as  Revenue,  but  handled  the  reimbursement  as  a  refund  of 
expenditures.  As  a  result,  it  appears  on  the  Highway  Commission  books 
as  if  no  expenditure  was  made  and  no  revenue  was  earned.  Through 
June  30,  1969  $173,435.25  of  expenditures  had  been  made  by  the  High- 
way Commission  and  reimbursements  through  the  same  period  amount- 
ed to  $172,214.93.  As  a  result,  the  Highway  records  reflect  an  expendi- 
ture of  only  $1,220.32  and  no  revenue  earned. 
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We  noted  that  the  Field  Procedures  Manual  of  the  State  Highway 
Commission  attempts  to  set  forth  procedures  for  the  handling  of  "cash 
credits"  in  Volume  I,  Chapter  6,  Pages  1-5.  We  recommend  that  this 
section  be  revised  to  conform  to  the  Budget  memorandums  of  the  De- 
partment of  Administration  and  the  Executive  Budget  Act,  especially 
Budget  Memorandum  No.  2  page  4  of  15,  Section  D,  entitled  "Receipts 
of  Departments  and  Institutions  in  State  Budgets",  and  page  13  of  15  of 
the  same  Budget  Memorandum  Section  L  and  Section  M  entitled  "Re- 
funds of  Expenditures"  and  "Refunds  of  Receipts",  respectively.  We 
further  recommended  that  the  provisions  of  these  sections  be  strictly 
adhered  to  in  both  budgeting  and  accounting  treatment  of  cash  receipts 
in  every  facet  of  Highway  financial  transactions. 

Finally,  we  observed  during  our  examination  that  in  many  instances, 
the  Controller's  office  was  not  in  complete  command  of  the  fiscal  affairs 
of  the  Highway  Commission  as  provided  in  the  General  Statutes  of 
North  Carolina.  As  a  result  many  charges  and  credits  to  work  orders 
were  the  results  of  processing  accounting  transactions  on  the  instructions 
of  other  Departments  without  the  full  knowledge  of  the  financial  and 
budgetary  significance  of  the  transaction  or  whether  the  transaction  re- 
ceived proper  treatment  as  to  classification  and  recordation.  We  realize 
to  some  extent  the  controller's  office  must  rely  on  information  furnished 
by  other  departments;  however,  we  feel  that  the  Controller's  office  is  in 
a  better  position  to  make  a  decision  as  to  the  proper  accounting  and 
budgetary  treatment  of  the  transaction  once  he  has  been  furnished  the 
information  as  to  the  nature  of  the  transaction.  We  could  cite  numerous 
examples  of  instances  where  the  Controller's  office  has  been  instructed 
to  record  transactions  in  a  certain  manner  based  on  memorandums 
from  other  departments  rather  than  informing  the  Controller's  office  of 
the  nature  of  the  transaction  and  letting  him  decide  the  proper  account- 
ing and  budgetary  consequences  of  the  transaction. 

We  further  noted  that  other  Departments  are  performing  accounting 
functions  that,  in  our  opinion,  should  be  under  the  direct  supervision 
of  the  Controller's  office.  We  offer  as  examples  (1)  Construction  Depart- 
ment— processing  construction  estimate  for  payment;  (2)  Right-of-Way 
Department — property  management,  collection  of  rents,  sale  of  resi- 
dues; (3)  purchasing  department — determining  year  end  "accounts 
payable"  (Encumbrances)  and  placing  accounting  codes  on  invoices  for 
payment;  (4)  Project  Control — making  a  determination  as  to  what  funds 
will  be  used  to  finance  a  project  and  getting  commission  approval  prior 
to  ascertaining  from  the  Controller's  office  if  funds  in  fact  are  available; 
maintaining  a  file  for  the  original  Construction  Contract  payable  along 
with  the  Contractor's  Bond;  maintaining  the  monthly  and  final  construc- 
tion estimates  which  are  the  basis  for  making  a  disbursement  of  state 
funds  to  the  contractor;  (5)  Assistant  Chief  Engineer's  Office — Account- 
ing for  Engineering  and  consultant  contracts  payable  and  approving  for 
payment  monthly  estimates  (6)  Division  Engineer's  offices — collecting 
state  funds,  billing  cities  and  towns  for  reimbursement  for  contracts 
entered  into. 
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Commission  Policy 

It  came  to  our  attention  during  the  course  of  our  examination  that 
State  matching  social  security  and  retirement  contribution  expense  is 
not  distributed  to  the  encumbrance  expenditure  accounts.  During  1968- 
69  a  total  of  $7,596,831.87  was  expended  for  social  security  and  retirement 
contribution  by  the  Commission.  We  understand  that  some  considera- 
tion has  been  given  to  the  distribution  of  retirement  and  social  security, 
but  implementation  has  not  progressed  beyond  that  point.  We  feel  that 
such  a  distribution  is  necessary  if  actual  cost  of  construction  and  main- 
tenance expenditures  are  to  be  reflected  in  the  various  accounts  of  the 
Highway  Commission.  Therefore,  we  recommend  that  a  procedure  be 
established  by  which  the  cost  of  social  security  and  retirement  contribu- 
tion be  distributed  by  the  appropriate  construction  and  maintenance 
accounts  in  a  manner  tentatively  recommended  by  the  internal  auditing 
section. 

We  have  observed  that  there  appears  to  be  a  double  standard  em- 
ployed by  the  Highway  Commission  for  the  treatment  of  State  and 
Federal  Funds.  It  appears  that  the  Commission  is  willing,  on  the  one 
hand,  to  conform  to  rules  and  regulations  required  by  the  Bureau  of 
Public  Roads  in  the  accounting,  processing,  acquiring,  and  construction 
of  roads  federally  supported,  while  the  same  rules  and  regulations  are 
not  uniformly  applied  to  both  federal  and  state  funds.  We  fail  to  see 
any  difference  in  a  tax  dollar  as  to  the  rules  and  regulations  under 
which  it  is  authorized  to  be  expended. 

We  cite  for  examples  the  requirement  of  functional  coding  for  federal 
aid  projects,  the  participation  percentage  of  only  approximately  75  per- 
cent of  the  equipment  rental  rate  charge  on  federal  aid  projects,  the 
right-of-way  acquisition  requirements  on  federal  aid  projects,  and  the 
construction  requirements  on  federal  aid  projects  —  all  fully  documented, 
while  state  projects  in  most  instances  are  not  given  the  same  treatment. 
As  a  result  we  would  recommend  that  a  uniform  set  of  standards  be 
adopted  in  the  Highway  Commission  for  the  treatment  of  State  and 
Federal  funds  as  taxpayers  dollars,  and  not  a  double  set  of  standards 
for  the  treatment  of  tax  dollars  just  because  the  source  may  be  from 
the  federal  government  as  opposed  to  the  State  of  North  Carolina. 

Reliability,  Uniformity,    Value  of  Data   Accumulated 

All  departments  budgeted  in  the  3000  series  are  considered  to  be  field 
operations  and  must  charge  their  expenditures  to  a  specific  work  order 
included  in  the  encumbrance  accounts.  Although  in  theory  this  pro- 
cedure would  seem  to  be  a  good  policy  by  which  to  record  the  cost  of 
field  operations,  but  as  previously  pointed  out,  out  of  necessity  some 
of  the  field  departments  must  charge  expenditures,  indirect  and  admin- 
istrative in  nature,  to  a  work  order. 

We  observed  that  there  was  not  a  uniform  method  by  which  expendi- 
tures described  above  were  prorated  to  work  orders.  Some  divisions 
actually  tried  to  isolate  specific  telephone  calls  and  charge  the  cost  of 
that  specific  telephone  call  to  a  work  order;  other  divisions  randomly 
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charged  the  full  cost  of  the  monthly  bill  to  one  work  order  one  month, 
another  the  next  month.  We  further  noted  that  postage  was  charged  to 
work  orders  in  one  division  in  even  amounts  such  as  work  orders 
6.4010069  and  6.4110019,  $75.00  each,  apparently  at  the  time  the  work 
order  was  set  up. 

Other  observations  made  by  us  indicated  that  the  data  accumulated 
on  a  project  could  not  in  every  case  be  considered  reliable.  ^Examples 
of  such  instances  have  been  discussed  under  the  Capital  Improvement 
work  orders. 

In  some  instances  we  observed  that  allocations  of  funds  had  been 
made  to  specific  work  orders  when  apparently  no  allocation  was  needed. 
An  example  of  such  a  situation  is  the  work  order  that  accumulates  cost 
of  Historical  Markers  as  provided  in  G.S.  136-43.  We  noted  that  alloca- 
tions had  been  made  every  year  on  the  work  order  while  expenditures 
on  the  work  order  did  not  justify  the  need  for  the  allocation  as  sum- 
marized below: 


Balance  July  1,  1965 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70  (Through  12-31-69) 

Totals  at  12-31-69  %    16,374.57    $    50,000.00    $    52,996.05 

As  a  result,  a  total  reserve  has  built  up  on  this  work  order  of  $52,996.05 
which  based  on  prior  history  of  expenditures,  should  be  adequate  for 
the  next  13  years. 

We  also  call  your  attention  to  the  inactivity  of  work  orders  which 
is  commented  upon  under  that   appropriate  section. 

Equipment  Department 

The  equipment  department  furnishes  motor  equipment  to  maintain 
and  construct  highways  and  certain  other  purposes.  Attention  is  called 
to  Exhibit  "J",  Statement  of  Income  and  Expense  of  the  Equipment 
Department.  In  theory,  this  department  should  operate  without  gains 
or  losses.  At  June  30,  1969  the  statements  for  the  Highway  Commission 
shows  $6,847,748.83  as  "due  from  the  Current  Fund",  which  represents 
the  excess  of  accumulated  "profits",  depreciation  and  book  value  of 
equipment  sold  over  new  equipment  purchased  and  replacements.  Re- 
ceipts and  expenditures  are  recorded  through  the  Current  Fund. 

During  our  examination  the  question  arose  as  to  whether  the  deprecia- 
tion was  supposed  to  be  funded  or  not.  The  operation  of  this  fund,  in 
the  Commission's  1958  statements,  indicates  that  the  Depreciation  was 
to  be  funded.  However,  the  1959  statements  were  changed  and  indicate 
that  depreciation  and  net  profit  were  to  replace  and  purchase  new 
equipment.   From  July   1,  1957  to  June  30,   1969  the  statements  of  the 


Unexpended 

Expenditures 

Allocations 

Allocations 

$     19,370.62 

$      2,617.60 

$     10,000.00 

26,753.02 

4,198.73 

10,000.00 

32,554.29 

5,789.75 

10,000.00 

36,764.54 

2,684.41 

34,080.13 

1,084.08 

20,000.00 

52,996.05 
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Highway  Commission  shows  the  purchase  of  Equipment  totaling 
$76,071,652.  69;  depreciation  charged  of  $62,047,932.99;  recovery  of  Book 
Value  of  assets  disposed  of  $2,851,788.34;  excess  of  Revenue  over  Expenses 
$17,496,623.33.  The  above  was  accomplished  without  any  direct  legisla- 
tive appropriations  for  the  purchase  of  equipment.  As  will  be  observed 
on  Schedule  J-l  the  depreciation  charged,  book  value  of  equipment  sold 
and  net  profits  become  funds  available  for  the  purchase  of  equipment. 
We  cannot  determine  the  amount  of  equipment  replaced  since  1957,  nor 
the  amount  expended  for  new  equipment.  The  depreciation  and  net  profit 
amounts  are  actually  transfers  of  state  appropriations  and  receipts  from 
the  Current  Fund. 

It  is  requested  that  the  Electronic  Data  Processing  prepare  a  listing  at 
June  30  each  year  showing  equipment  disposed  of  and  equipment  pur- 
chased by  equipment  numbers.  It  is  requested  that  all  equipment  re- 
placed be  funded  from  depreciation  and  profits.  Additional  equipment 
should  be  funded  from  appropriations  made  for  that  purpose  by  the 
legislature. 

During  our  examination  we  found  a  difference  of  $282,695.14  in  total 
depreciation  charged  on  two  E.D.P.  listings.  This  should  be  corrected 
immediately.  Equipment  on  loan  from  the  Federal  Government,  Ferries, 
were  depreciated  at  their  fair  market  value  of  $180,000.00.  The  necessary 
correcting  entries  should  be  made  immediately  for  the  erroneous  depre- 
ciation charges  on  this  equipment. 

During  our  examination,  we  observed  that  automobiles  owned  by  the 
Commission  are  not  always  assigned  to  the  persons  who  drive  them.  It 
is  requested  that  a  log  be  prepared  by  the  drivers  of  all  automobiles  and 
submitted  to  Raleigh  monthly.  This  log  should  show  the  reasons  cars 
are  being  used.  The  terminology  presently  used  on  Central  Motor  Pool 
rental  car  logs  says  "To  Asheville  and  Vicinity  of  575  Miles"  or  "Raleigh 
and  Vicinity  35  Miles"  will  not  be  acceptable.  The  purpose  for  which 
the  car  is  driven  should  be  entered  daily. 

Our  examination  shows  the  average  number  of  State  Highway  Com- 
mission automobiles  available  for  the  year  ended  June  30,  1967  to  be 
1637.  At  May  31,  1969  the  average  number  had  increased  to  1760.  We 
also  noted  that  the  number  of  trucks,  1  ton  or  less,  totaled  2,594  at 
June  30,   1968  and  2,577  at  May  31,    1969. 

Right-of-Way  Department 

Currently  the  Property  Management  section  of  the  Right-of-Way 
Department  is  in  charge  of  the  collection  of  rents  on  properies  owned  by 
the  Commission.  Some  properties  are  under  the  management  of  rental 
agencies  while  other  properties  are  managed  directly  by  the  Right-of- 
Way  Department  personnel.  As  rents  are  collected,  the  Right-of-Way 
personnel  instructs  the  Controller's  office  as  to  where  the  rents  should  be 
credited. 

A  tabulation  of  rental  income  obtained  from  records  maintained  by 
the  Right-of-Way  Section  indicates  rental  income  amounted  to  approxi- 
mately $300,000.00  over  the  last  three  years.  However,  as  proper  account- 
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ing  records  for  rental  income  have  not  been  maintained  we  were  unable 
to  verify  these  amounts  and  include  these  figures  only  to  indicate  the 
approximate  amount  involved. 

The  Right-of-Way  Department  also  handles  the  sales  of  "residue" 
properties.  No  current  inventory  of  properties  is  maintained  and,  there- 
fore, its  costs  or  value  is  not  presented  in  the  statements  of  the  Com- 
mission. 

At  our  request,  the  Right-of-Way  Department  is  presently  compiling 
an  inventory  of  properties  owned  by  the  Commission,  but  at  the  audit 
date  this  had  not  been  completed.  It  is  requested  that  the  Right-of-Way 
Department  furnish  to  the  Controller  a  listing  of  all  property  owned 
by  the  Commission,  who  should  prepare  quarterly  E.  D.  P.  listings  show- 
ing the  current  status  of  property  owned  and  its  costs  or  value.  The 
total  value  of  property  owned  by  the  Commission  should  appear  on  the 
financial  statement  at  June  30,   1970. 

Inventories 

We  did  not  perform  any  audit  work  on  the  inventories  of  the  Highway 
Commission,  as  their  internal  auditors  had  recently  made  these  exami- 
nations.   Some  of  their  findings  are  presented  below: 

Gasoline  and  Oil: 

According  to  the  Internal  Auditor's  report,  the  Highway  Commission 
had  an  inventory  of  Gasoline  at  June  24,  1967  of  694,134  gallons;  pur- 
chased during  the  year  16,400,719  gallons;  issues  of  16,095,118  gallons; 
and,  an  ending  inventory  of  676,279  gallons.  If  a  .5  percent  evaporation 
rate  is  allowed  (82,004  gallons),  241,452  gallons  were  unaccounted  for 
at  June  24,  1968. 

During  January  1969,  a  field  audit  was  performed  on  31  stores  and  the 
net  differences  for  all  stores  was;  Gasoline  short  8,487  gallons;  Diesel 
Fuel  Oil  short  8,710  gallons;  Regular  Oil  short  1,076  quarts;  Diesel  Oil 
over  751  quarts;  Grease  over  5,267  pounds;  Kerosene  short  16,085  gallons; 
and  gearlube  grease  short  403  pounds.  At  one  store  on  January  15,  1969 
the  inventory  records  indicated  that  11,724  gallons  were  on  hand.  "He 
had  one  kerosene  tank  with  a  capacity  of  3,000  gallons,  and  could  not 
explain  how  his  January  15,  1969  Kerosene  inventory  was  11,724,"  ac- 
cording to  the  report. 

Repair  Parts  Inventories: 

The  report  states  that  a  total  of  366  repair  parts  items  were  subject  to 
audit  in  seven  divisions  and  the  Equipment  Depot,  of  which  118  items 
did  not  agree  with  the  actual  count  of  inventories.  Generally,  at  the 
Division  and  District  level,  all  repair  parts  are  secured  but  this  is  not 
true  at  the  sub-shop  level.  There  appeared  to  be  no  method  of  account- 
ing for  repair  parts  that  are  salvaged  from  junked  equipment.  These 
items  are  not  considered  part  of  inventory  and  range  from  small  repair 
parts  to  rebuilt  diesel  engines. 
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Bridge  Maintenance  Inventories: 

According  to  the  Internal  Auditor's  Report,  the  Bridge  Maintenance 
Department  stocks  inventory  in  warehouses  in  Raleigh  and  Hickory. 
The  Raleigh  Warehouse  stocks  63  electrical  items  and  381  regular  Bridge 
Maintenance  items.  A  physical  count  on  June  16,  1969  indicated  31  elec- 
trical items  and  158  regular  items  disagreed  with  the  inventory  records. 
The  Hickory  warehouse  stocks  230  regular  Bridge  Maintenance  items  on 
which  the  balance  of  37  items  on  the  inventory  records  disagreed  with 
the  physical  count. 

There  is  no  control  of  minimum  and  maximum  levels  of  inventory  to 
be  maintained,  nor,  apparently  any  control  over  the  monetary  value  of 
inventories  on  hand.  Of  the  381  items  stocked  in  Raleigh,  35  items  had 
no  issues  for  the  year.  There  is  no  definite  "cut-off"  date  at  the  end 
of  the  fiscal  year.  When  the  count  is  taken,  items  on  hand  but  not  paid 
for  are  not  counted  or  treated  as  inventory.  According  to  the  report 
there  are  approximately  67  Bridge  maintenance  yards  throughout  the 
State.  These  yards  stockpile  new  or  salvage  steel,  creosated  timbers, 
plywood  and  nonreosated  lumber,  and  other  building  supplies.  The 
report  states  that  the  Bridge  Maintenance  foremen  maintain  an  up  to 
date  inventory  record  by  item,  but  no  monetary  value  is  placed  on  it. 

Landscape  Invenory: 

Of  the  181  items  subject  to  audit  in  9  Divisions,  the  inventory  records 
of  67  items  did  not  agree  with  the  actual  inventory  count.  No  minimum 
or  maximum  levels  of  inventory  items  are  maintained.  The  examination 
showed  that  one  Division  had  on  hand  3000  pounds  of  Korean  lespedeza 
since  June  15,  1966,  300  pounds  of  annual  ryegrass  since  June  20,  1966, 
30  pounds  of  White  Dutch  clover  since  June  25,  1963,  and  6  tons  of 
turfiber  since  November  19,  1965. 

Many  items  were  stored  in  the  open  or  in  open  sheds.  The  report 
mentioned,  several  times,  that  straw  stored  in  the  open  had  burst  open 
and  much  had  decayed.  In  some  divisions  fertilizer,  limestone,  and  seed 
were  stored  in  sheds  furnished  by  the  maintenance  department. 

Recommendations 

In  their  study  dated  November  30,  1956,  the  firm  of  Haskins  and  Sells 
recommended: 

"Establish  a  central  stores  department  assigned  responsibility  for 
control  of  all  inventories  including  equipment  repair  parts  and  supplies; 
gas,  oil,  and  tires;  bridge  timbers  and  steel;  seed  and  fertilizer;  sign 
materials   and  centerline   paint;   etc." 

As  of  this  date  this  has  not  been  done.  Therefore,  it  is  recommended 
that  such  a  department  be  established  forthwith.  Fiscal  controls  and  the 
accounting  for  inventories  should  be  under  the  supervision  of  the  Con- 
troller's office.  We  are  not  suggesting  that  the  actual  issues  from  inven- 
tories should  be  done  by  the  Controller,  but  we  are  suggesting  that 
detail  documentation  supporting  purchases  and  requisitions  from  inven- 
tories should  be  forwarded  to  the  Controller's  office  for  the  accounting 
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of  perpetual  inventories  maintained.  Detailed  lists  of  stores  should  be 
made  by  E.  D.  P.  equipment  and  reconciled  with  general  ledger  controls 
monthly.  All  discrepancies  should  be  properly  explained  and  docu- 
mented for  post  audit.  Periodic,  unannounced,  physical  inventory  counts 
should  be  made  and  reconciled  with  perpetual  inventory  records. 

Purchasing  Department: 

As  purchase  orders  are  issued  there  is  no  recordations  in  the  financial 
records  of  the  Commission  that  indicate  the  amount  of  funds  encum- 
bered, except  at  the  close  of  the  fiscal  year,  at  which  time  unfilled  pur- 
chase orders  are  recorded  as  accounts  payable  of  the  Commission.  As 
a  result  we  observed  that  the  "Certification  of  funds  available"  by  the 
Finance  Department  is  a  mere  formality  and  a  very  unsound  financial 
practice.  Therefore  we  recommend  that  purchase  orders  be  encumbered 
as  issued;  this  procedure  should  aid  in  the  prevention  of  the  over  ex- 
penditure of  funds.  We  further  recommend  that  the  year  end  treat- 
ment of  unfilled  purchase  orders  be  shown  as  a  Reserve  for  Encum- 
brances and  that  accounts  payable  be  recorded  from  invoices  for  goods 
and  services  which  have  been  constructively  received,  but  not  yet  paid. 

We  observed  that  some  purchase  orders  have  been  outstanding  for  as 
many  as  seven  years  on  certain  stone  orders  and  that  adjustments  have 
been  made  to  the  unit  price  and  quantity  of  the  original  purchase  order. 
We  further  noted  that  no  purchase  orders  were  issued  on  some  lumber 
purchases  used  for  Capital  Improvement  Projects.  We  recommend  that 
the  procedures  of  the  State  Highway  Commission  Purchasing  Depart- 
ment be  reviewed  and  be  realigned  with  those  procedures  required  by 
the  Purchase  and  Contract  Division  of  the  Department  of  Administration. 


Federal  Aid — Unbillable  Costs 

Before  the  Commission  may  bill  the  Bureau  of  Public  Roards  for  re- 
imbursement for  Federal  aid  charges,  certain  standards  must  be  met. 
When  these  standards  are  not  met,  the  expenditures  are  not  billable  and 
payment  is  suspended  until  such  time  as  appropriate  action  is  taken 
by  the  Highway  Commission  to  comply  with  Federal  standards. 

The  most  common  causes  of  unbillable  cost  are  coded  below: 

2 — Documentation  Required 

3 — Project  Agreement  has  not  been  executed 

4— Agreement  Modification  Needed 

5 — Bureau  of  Public  Roads  Citation 


The  exceptions  at  June  30,  1969  were  as  follows: 

2—$  2,237,414.98 

3—  5,629,351.85 

4—  3,959,772.09 

5—  12,920.72 

$11,839,459.64 


52 


Of  the  above  amounts,  the  Federal  Bureau  of  Roads  auditors  have 
taken  exception  to  only  $12,920.72.  This  sum  will  remain  unbillable 
unless  the  Highway  Commission  appeals  the  exception  and  the  Bureau 
of  Roads  approves  payment  thereof.  If  the  Bureau  denies  payment, 
state  funds  must  be  provided  to  cover  the  expenditure. 

Overdrafts   in   Work  Orders 

At  June  30,  1969,  an  E.  D.  P.  tabulation  of  overdrafts  in  work  orders 
was  prepared  by  the  finance  section  showing  the  following: 

System 


Number  of 

Overdraft 

Work  Orders 

Amount 

212 

$      2,221,628.32 

407 

4,386,512.63 

2:5(1 

1,825,095.01 

32 

208,224.35 

21 

39,551.29 

169 

4,374,740.61 

1,077 

$    13,055,752.21 

Primary 

Secondary 

Urban 

Public  Service  Roads 

Capital  Improvements 

Federal  Aid  (All) 

Totals 

A  comparison  of  overdrafts  in  "Work  Orders  inactive  for  over  three 
months"  was  made  with  the  tabulation  of  "Overdrafts  in  work  orders", 
which  shows  that  155  of  the  work  orders  in  overdraft  have  been  inac- 
tive for  a  period  of  from  4  to  48  months.  These  155  work  orders  totaled 
$1,242,628.66. 

We  observed  during  our  examination  that  work  orders  in  overdrafts 
are  closed  without  the  Commissioners  allocating  more  money.  Work 
order  Number  9.7091601  is  one  of  these.  In  June,  1969,  this  work  order 
had  $13,526.95  of  expenditures,  Objective  353,  transferred  to  Work  Order 
9.8091623.  In  January  1970,  an  additional  $98.39  was  transferred  to  the 
same  work  order.  In  October  1969,  the  Commission  approved  an  addi- 
tional $70,000.00  allocation  to  this  work  order.  In  December  1969,  this 
work  order  was  closed  with  an  overdraft  of  $79,472.77  which  required  an 
additional  allocation  not  approved  by  the  Commission.  Upon  receipt 
of  notification  of  closing  signed  by  the  project  control  officer,  the  Con- 
troller "allocates"  sufficient  funds  to  cover  the  overdraft. 

Recommendations — Work  Orders  In  Overdraft: 

It  would  seem  to  us  that  a  Work  Order  in  overdraft  would  be  promptly 
corrected,  as  this  is  an  overexpenditure  of  a  sum  allocated  for  a  certain 
purpose  by  the  Commission.  Additionally,  it  would  appear  that  the 
proper  method  of  handling  work  order  9.7091601  would  have  been  to 
allocate  sufficient  funds  for  all  expenditures  made,  rather  than  transfer 
$13,526.95  to  another  work  order.  It  would  also  appear  more  appropriate 
for  the  Commissioners  to  approve  additional  allocations  when  work 
orders  are  closed  in  overdraft,  or,  at  least  be  informed  of  the  action 
taken. 

It  is  recommended  that  any  work  orders  showing  overdrafts  be 
brought  to  the  attention  of  the  Commissioners  by  the  Controller,  along 
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with  a  request  for  additional  allocations  sufficient  to  meet  expenditures 
made  on  the  work  order.  It  is  further  recommended  that  all  work  orders 
in  overdraft  and  inactive  for  more  than  6  months  be  closed  by  the  Con- 
troller without  waiting  for  signatures  from  the  areas,  as,  by  statute, 
fiscal  affairs  are  delegated  to  the  Controller,  subject  to  the  Executive 
Budget  Act  and  direction  of  the  Chairman. 

Inactivity   in  Work  Orders 

At  June  30,  1969,  an  E.  D.  P.  Tabulation  of  work  orders  in  progress  but 
inactive  for  more  than  three  months,  shows  the  following: 

Number  of 
System  Work  Orders  Amount 


121 

S 

2,544,937.98 

■>Hb 

% 

2,939,604.08 

276 

3,708,611.03 

58 

187,728.43 

43 

257,349.03 

148 

1,155,671.92 

931 

% 

10,793,902.47 

Primary 

Secondary 

Urban 

Public  Service  Roads 

Capital  Improvements 

Federal  Aid 

Totals 

The  number  of  months  work  orders  had  been  inactive  varied  from 
4  to  48  months.  It  should  be  noted  that  this  E.  D.  P.  run  was  started 
48  months  ago  and  reflects  inactiviy  from  that  time. 

Some  examples  of  inactive  work  orders  are  as  follows:  Work  Order 
No.  6.800628  was  set  up  in  April  1963  with  estimated  completion  in 
January  1964.  This  work  order  was  for  the  development  of  a  construc- 
tion procedures  manual  for  use  in  the  administration  of  construction 
work.  The  tabulation  of  inactive  work  orders  shows  allocations  of 
$9,713.35;  $18,002.01  as  expenditures;  and,  an  overdraft  of  $8,288.66.  This 
work  order  has  had  no  activity  since  the  year  ended  June  30,  1965. 

Work  order  6.801274  was  set  up  in  May  1967  with  an  estimated  com- 
pletion in  December  1967,  with  an  allocation  of  $20,000.00  for  a  signal 
at  a  railroad  grade  crossing  on  SR2302  in  Johnson  County.  At  June  30, 
1969  no  activity  had  been  recorded  for  this  work  order. 

Work  order  9.8070813  was  set  up  in  April  1964  with  an  estimated  com- 
pletion in  September  1964,  and  with  an  allocation  of  $70,000.00  for  im- 
proving Friendly  Road  in  Guilford  County.  At  June  30,  1969,  this  work 
order  had  recorded  no  activity. 

In  scanning  the  "In  Progress  Work  Orders  Inactive  for  more  than 
three  months",  we  observed  many  that  had  allocations  but  no  activities 
since  they  were  set  up.  In  looking  down  the  Master  List  of  all  work 
orders  in  progress  at  June  30,  1969,  the  description  column  indicates 
that  very  few  of  these  inactive  work  orders  may  have  been  delayed  by 
right-of-way  problems. 

Work  orders  are  set  up  at  the  request  of  Division  Engineers  with  the 
approval  of  the  Commission.  Each  work  order  indicates  the  estimated 
completed  date,  the  work  to  be  done  and  the  estimated  fund  necessary 
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to  do  the  work.  It  would  appear  to  us  that  once  the  Commission  had 
approved  the  work  order,  work  would  commence  immediately  and  the 
project,  once  begun,  would  be  completed  on  a  timely  basis.  Apparently 
this  is  not  the  case,  as  the  previously  mentioned  E.  D.  P.  tabulation 
shows. 

Recommendations — Inactive  Work  Orders: 

The  allocation  of  funds  to  a  work  order  should  indicate  that  work 
will  commence  in  the  immediate  future  and  be  completed  on  a  timely 
basis.  A  perusal  of  the  listing  "Descriptions  of  work  orders  in  progress 
at  June  30,  1969"  will  indicate  in  the  estimated  completion  data  column 
that  this  is  not  true. 

Therefore,  it  is  recommended  that  the  Controller  close  all  work  orders 
inactive  for  more  than  six  months,  except  those  on  which  right-of-way 
problems  have  been  encountered.  The  Controller  should  have  in  his 
possession  correspondence  from  the  Right-of-Way  Engineer  stating  why 
the  work  order  cannot  be  closed. 

State  Highway  Bond  Fund  of  1965 

The  State  Highway  Bond  Fund  of  1965,  which  is  set  forth  in  Chapter 
46  of  the  1965  Session  Laws,  was  approved  by  a  majority  of  the  qualified 
voters  of  North  Carolina  at  a  special  election  held  on  Nov.  2,  1965 
in  the  amount  of  $300,000,000.00.  The  proceeds  from  the  sale  of  the  bonds 
were  to  be  used  exclusively  for  the  purpose  of  constructing,  improving 
or  relocating  roads,  bridges,  tunnels,  and  other  highway  facilities,  con- 
stituting at  the  time  of  such  construction,  improvement  or  relocation,  a 
part  of  the  State  highway  system. 

The  statements  on  the  Bond  Fund  of  1965  should  be  self-explanatory, 
except  for  the  "Statement  of  Expenditures  by  Object".  The  total  expen- 
ditures shown  are  for  the  current  year  only  and  are  not  cumulative,  as 
the  time  required  by  the  computer  to  read  the  detailed  tapes  from  prior 
years  on  closed  work  orders  of  the  Bond  Fund  would  have  been  ex- 
cessive. Because  the  Highway  Commission  charges  to  work  orders, 
rather  than  objective  Codes,  the  receipts  shown  at  the  bottom  of  Sched- 
ule R-2  must  be  deducted  from  the  total  of  the  work  order  and  not  from 
an  objective  code. 

According  to  accounting  memorandum  No.  150  dated  February  7,  1967, 
the  policy  for  recording  Bond  Fund  project  expenditures  is  as  follows: 
"All  costs  made  to  this  project  will  be  coded  to  the  State  Bond  Work 
Order.  The  state  construction  work  order  is  referred  to  as  the  'com- 
panion' work  order  to  the  State  Bond  work  order  it  supplements.  The 
field  departments  will  not  use  the  state  construction  work  order  (com- 
panion) in  distributing  costs.  Transfers  of  costs  causing  an  overdraft 
will  be  made  by  the  General  Accounting  section  of  the  Finance  Depart- 
ment periodically  to  the  'companion'  work  order". 

The  unwritten  procedure  of  the  General  Accounting  Section  to  con- 
form to  Accounting  Memorandum  150  is  that  upon  receipt  of  a  notice 
of  work  order  closing,  if  the  Bond  Fund  work  order  is  in  overdraft  and 
an  over  expenditure  of  apportionment,  a  transfer  of  expenditures  will  be 
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made  to  the  "companion"  work  order.  The  method  of  selecting  expendi- 
tures to  transfer  is  arbitrary;  however,  objective  Code  353,  payments  to 
contractors,  is  usually  selected  as  most  Bond  Fund  work  orders  have 
expenditures  of  this  type.  The  amount  of  expenditures  to  be  transferred 
is  equal  to  the  amount  of  overdraft. 

Recommendations — 1965  Bond  Fund 

As  we  had  difficulty  in  locating  and  examining  payments  to  con- 
tractors chargeable  to  and  let  under  a  Bond  Fund  work  order  because 
some  of  the  Code  353  expenditures,  and  in  some  cases  other  objectives, 
had  been  transferred  to  companion  work  orders,  we  recommend  that, 
as  an  intermediate  solution,  a  900  objective  code  number  be  assigned 
to  reflect  the  transfer  of  Bond  Fund  overdrafts,  rather  than  arbitrarily 
selecting  objective  codes  which  actually  reflect  expenditures  chargeable 
to  the  project. 

We  also  request  that  the  Commission  prepare  a  computer  run  of  the 
Bond  Fund  expenditures  by  objective  coding  at  June  30  of  each  year, 
in  order  that  the  audit  report  may  more  clearly  reflect  the  type  of  ex- 
penditures made  from  the  Bond  Fund. 

Debt  Service  Funds 

The  Debt  Service  Fund,  Secondary  Road  Bonds  of  1949,  is  presented 
on  Exhibit  "Q"  and  Schedule  Q-l  and  the  Debt  Service  Fund\  Highway 
Construction  Bonds  of  1965  are  presented  on  Exhibit  "P"  and  Schedule 
P-l.    We  feel  all  of  these  statements  are  self-explanatory. 

Capital  Improvement  Funds 

In  our  prior  year  audit  reports  of  the  State  Highway  Commission, 
Capital  Improvement  Funds  have  not  been  presented  by  item,  as  has 
been  the  custom  in  other  Agencies.  Because  it  is  felt  that  a  presentation 
by  item  is  more  meaningful,  we  are  presenting  the  State  Highway  Com- 
mission's Capital  Improvement  Funds  in  this  manner  beginning  this  year. 

The  State  Highway  Commission  had  four  Capital  Improvement  Codes 
active  at  June  30,  1969,  consisting  of  Funds  appropriated  for  the  bien- 
niums  of  1961-63  and  prior,  1963-65,  1965-67,  and  1967-69. 

In  order  that  the  audit  report  statements,  budget  reports,  and  "State- 
men  of  Capital  Improvement  Expenditures  by  Object"  would  agree,  we 
have  shown  appropriations  from  the  Highway  Fund  for  the  Department 
of  Motor  Vehicles  and  Department  of  Correction  (Code  66113)  on  the 
audit  report  statements.  We  feel,  however,  that  these  items  should  not 
be  included  as  expenditures  of  the  State  Highway  Commission. 

The  sums  shown  in  the  "increases"  and  "decreases"  columns  are  the 
total  "increases"  and  "decreases"  for  each  item  in  all  funds. 

The  "Statement  of  Capital  Improvement  Expenditures  by  Object", 
Exhibit  "K"  shows  the  expenditures  by  object  since  July  1,  1961  through 
June  30,  1969  for  all  Capital  Improvement  Funds.  As  the  Commission 
does  not  report  expenditures  by  object,  but  by  work  order,  the  receipts 
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shown  cannot  be  refunded  to  an  object  code,  but  only  against  a  work 
order.  Since  July  1,  1966,  we  have  been  able  to  identify  these  receipts 
and  make  correcting  entries  by  item.  These  will  be  discussed  individu- 
ally in  the  following  commentary. 

Because  of  the  age  of  the  1961  Capital  Improvement  Fund,  Code 
66113,  Exhibit  "L",  our  examination  of  expenditures  was  limited  to 
those  made  in  the  year  under  examination.  As  will  be  noted,  items 
toward  the  end  of  Exhibit  "L"  state  "Closing  Prior  Year  Work  Order". 
It  is  our  understanding  that  in  prior  years,  work  orders  with  unexpended 
balances  at  the  end  of  a  biennium  were  transferred  to  the  next  biennium 
and  reported  as  expenditures  therein.  At  July  1,  1961,  $115,742.29  was 
brought  forward  from  prior  years  to  Code  66113.  We  understand  that 
this  procedure  has  not  been  allowed  since  that  time. 

As  the  "Statement  of  the  1961  C.  I.  Fund,  Code  66113",  was  prepared 
from  various  sources,  some  differences  in  the  total  expenditures  to  date 
column  by  line-item  has  probably  occurred,  especially  since  W.  O. 
0.10064  has  a  credit  balance.  The  total,  however,  agrees  to  the  E.  D.  P. 
printout  for  all  funds  since  July  1,  1961  for  expenditures. 

In  constructing  the  statement  on  the  1961  C.  I.  Fund,  we  observed  that 
work  order  0.10080,  Division  Shop,  Asheville,  was  budgeted  at 
$189,600.00;  $65,000.00  from  sale  of  existing  buildings  and  $124,600.00  from 
state  appropriations.  As  it  was  felt  that  this  would  be  insufficient  to 
purchase  the  site  and  erect  the  shop,  only  the  site  was  purchased,  with 
construction  delayed.  In  November  1966,  the  old  shop  area  was  sold  for 
$21,725.00  and  the  money  eventually  credited  to  account  No.  21166,  "De- 
ferred Proceeds  from  Sale  of  Capital  Assets".  In  January  1968,  this 
money  was  transferred  to  work  order  0.10202,  Code  66363,  Item  No.  68, 
Division  and  District  Headquarters  Office  Building,  Albemarle,  as  a  re- 
fund of  expenditures.  In  October  1967,  $50.00  of  this  money  was  dis- 
bursed for  appraising  the  old  District  Office  property  at  Elizabeth  City. 
Funds  for  the  Construction  of  the  Asheville  Shop  were  appropriated  in 
the  1963  C.  I.  Fund  totaling  $175,000.00,  work  order  No.  1.10101,  item 
No.  1,  of  which  $167,904.64  was  expended. 

Work  Order  0.10039  is  shown  in  the  report  on  the  Budget  at  June  30, 
1969  (BD725)  as;  appropriations  $250,000.00,  Expenditures  $249,499.28, 
unexpended  balance  of  $500.72.  The  $5,132.37  shown  was  the  amount 
unexpended  at  June  30,  1961.  This,  in  addition  to  the  other  transfers 
from  a  prior  biennium  make  a  difference  between  this  statement  and 
the  Budget  Report  of  $134,257.71. 

A  further  examination  of  Work  Order  0.10039  was  made  and  it  was 
found  that  it  was  set  up  on  December  29,  1958  with  an  estimated  com- 
pletion date  of  Sept.  30,  1959.  This  work  order  was  closed  in  August 
1969.  As  stated  above,  only  $5,132.37  was  available  at  July  1,  1961,  of 
which  $4,631.65  has  been  expended  at  June  30,  1969. 

On  January  5,  1962  work  order  No.  0.10083,  Construction  of  Central 
Testing  Laboratory,  was  set  up  by  the  Commission.  At  June  30,  1967 
$559,918.75  had  been  expended,  which  amount  is  the  same  as  shown  at 
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June  30,  1969.   In  January  1970,  the  balance  of  $8,300.00  in  the  appropri- 
ations account  was  allocated  to  this  work  order. 

Transfers  between  bienniums  are  detailed  by  footnote  on  our  State- 
ment of  the  1963  C.  I.  Fund,  showing  transfers  between  this  fund  and 
the  1965  and  1967  C.  I.  Funds.  As  previously  explained,  $21,725.00  was 
received  and  shown  as  a  refund  of  expenditures  to  work  order  0.10202, 
item  68,  on  the  1963  C.  I.  Fund,  Code  66363.  The  sums  shown  in  the 
"increase",  and  "Expenditures  to  Date"  columns  have  been  adjusted 
to  reflect  this  amount  in  the  proper  manner. 

On  the  "Statement  of  the  1965  C,  I.  Fund",  it  was  necessary  that  we 
make  two  adjustments  to  correctly  reflect  receipts.  Item  1,  work  order 
0.10195,  addition  to  Highway  Building,  Raleigh,  includes  in  the  "in- 
creases" in  requirements  amount  $185,237.09  from  the  N.  C.  Museum  of 
Arts  for  a  part  of  the  new  addition  to  the  Highway  Building.  This  sum 
was  shown  by  the  Highway  Commission  as  a  refund  of  expenditures. 
Also  included  in  the  increases  in  requirements  amount  for  Item  1  is 
$277,767.00  transferred  from  Code  66363  in  April  1966,  which  was  allo- 
cated and  shown  as  expenditures  in  the  proper  manner. 

During  December  1966  the  equipment  shop  at  Salisbury  was  destroyed 
by  fire  and  the  sum  of  $37,600.00  was  transferred  from  Item  11,  Sub- 
Shop  and  equipment,  Buxton  to  replace  this  loss.  In  January  1967 
$21,800.00  was  received  from  the  State  Property  Fire  Insurance  Fund  for 
this  loss,  which  sum  was  credited  to  work  order  0.19231  as  a  refund  of 
expenditures.  An  adjustment  was  made  by  us  increasing  availability 
and  expenditures  to  the  proper  amount. 

An  examination  of  Work  Order  0.10234,  Maintenance  Buildings  and 
District  Shop,  Boone,  showed  that  the  Budget  submitted  to  the  legis- 
lature requested  $4,800.00  for  fencing.  As  shown  in  Chapter  916  of  the 
1965  Session  Laws  tnis  sum  is  included  in  the  figure  for  buildings.  On 
voucher  74216  payment  was  made  in  the  amount  of  $14,675.65  for 
fencing,  of  which  $7,337.83  was  charged  to  this  work  order.  Work  order 
0.10301,  Greasing  and  Washing  facility,  Boone,  was  charged  with  $3,668.91 
for  which  no  appropriation  was  requested  or  presumably  made.  Also 
work  order  0.10304,  Storage  Building,  Boone,  was  charged  with  $3,668.91 
for  which  no  appropriation  was  requested.  Also,  during  our  examination 
we  observed  travel  and  car  mileage  expense  is  being  charged  to  C.  I. 
work  orders  when  the  person  is  in  Raleigh,  or  to  a  work  order  in  one 
locality  when  the  traveler  is  in  another  area. 

The  1967  C.  I.  Fund,  Code  66773  had  net  transfers  to  the  1963  C.  I. 
Fund  of  $107,500.00  which  are  shown  in  detail  by  Footnote  on  the  State- 
ment of  1967  C.  I.  Fund. 

An  examination  of  Work  Order  0.10251,  District  and  Resident  Engi- 
neer's Office  Building,  Rowan  County,  showed  that  $2,726.46  had  been 
expended  for  office  furniture  and  equipment  for  which  no  appropriation 
had  been  made.  Also,  from  Current  Fund  appropriation,  $2,401.16  had 
been  expended  for  office  furniture  and  equipment. 

Included  in  the  C.  I.  Fund  expenditures  mentioned  above  was  $417.14 
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for  a  floor  polisher  and  vacuum  cleaner  which  should  be  classified   as 
maintenance  equipment. 

As  mentioned  in  prior  years,  W.  O.  0.10289,  modify  Highway  Building, 
had  expended  funds  for  furniture  which  were  not  appropriated.  At 
June  30,  1969  $5,656.73  had  been  expended. 

Work  order  0.10276,  Service  Station,  Fayetteville,  had  expended 
$166.18  for  a  walnut  desk  and  Sunbeam  electric  heater  for  which  funds 
had  not  been  appropriated  by  the  legislature. 

Work  order  0.10293,  District  Office  Building,  Greenville,  expended 
$1,101.28  for  office  furniture  and  equipment  for  which  no  appropriation 
had  been  made. 

Work  order  0.10273  shows  that  purchase  orders  were  not  issued 
for  lumber  and  hardware  purchases  and  that  the  $25.00  emergency  pur- 
chase limit  of  the  State  Highway  Commission  had  been  exceeded  several 
times. 

Work  order  0.10299,  District  Shop,  Fayetteville,  shows  post  office 
rental  being  paid,  meals,  car  mileage,  etc.  being  charged  to  the  same 
work  order  when  in  various  areas.  Also,  rivet  guns,  blades,  oxygen 
tank  replacement,  and  key  hole  saws,  etc.  were  charged  to  this  work 
order. 

Work  order  0.10326,  Service  Station,  Sandy  Ridge,  shows  J.  D.  Davis 
in  Morganton  (120  Mi)  charging  travel  to  this  work  order.  All  his 
salary  for  pay  period  No.  199  charged  to  this  work  order.  Lumber  pur- 
chased in  Wake  County  and  used  in  Guilford  County.  We  cannot  tell 
from  invoices  whether  delivery  was  made  by  State  Trucks  or  Company 
trucks.  Delivery  instructions  said  "off  1-40".  No  purchase  order  was 
issued  for  the  lumber.  A  Credit  Memorandum  was  included  on  one  in- 
voice which  should  have  been  credited  to  W.  O.  0.10320,  Service  Station, 
Graham.  We  observed  that  an  aluminum  extension  ladder  was  also 
charged  to  this  work  order. 

C.  I.  General  &  Recommendations 

As  will  be  observed  by  an  examination  of  the  statements  on  the 
Capital  Improvement  Funds,  many  of  the  items  appropriated  by  the 
legislature  are  always  deleted  and  new  items  added.  It  will  also  be  noted 
that  it  has  been  necessary  to  increase  some  items  by  a  large  amount, 
such  as  item  No.  17,  Work  Order  0.10083,  Code  66113  and  Item  No.  68, 
W.  O.  10202,  Code  66363.  As  noted  previously,  this  work  had  apparently 
been  completed  by  June  30,  1967  but  as  of  this  date  this  work  order 
is  still  open.  It  should  also  be  noted  that  the  funds  for  W.  O.  0.10083 
were  available  July  1,  1961,  but  not  apparently  expended  for  several 
years,  which  years  saw  a  great  deal  of  inflation.  Funds  for  Work  Order 
0.10202  were  available  July  1,  1963  but  at  June  30,  1969  only  $37,585.38 
had  been  expended. 

Because  of  the  lack  of  proper  instruction  to  the  finance  section  in  prior 
years  for  the  proper  maintenance  of  Capital  Improvement  Fund  records, 
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it  was  necessary  that  the  auditor's  staff  spend  several  weeks  reconstruct- 
ing these  records.  Detailed  verbal  instructions  have  been  given  to  the 
finance  section  for  proper  records  retention  and  filing  of  C.  I.  records. 

As  it  appears  that  all  items  on  the  1961  C.  I.  Fund  are  complete,  it  is 
recommended  that  this  code  be  closed  by  June  30,  1970.  It  is  also  recom- 
mended that  the  1963  C.  I.  Fund  be  brought  to  a  swift  conclusion. 

It  is  recommended  that  allocations  from  new  appropriations  for  C.  I.'s 
be  restricted  until  such  time  as  prior  year  appropriations  are  expanded, 
unless  the  item  is  large  and  let  to  contract.  It  would  seem  that  those 
items  which  the  commission  plans  to  construct  themselves  should  be 
completed  as  appropriated  chronologically,  rather  than  going  from  one 
biennium  to  another. 

It  is  also  recommended  that  appropriations  for  other  state  agencies 
from  the  Highway  Fund  not  be  shown  on  the  Income  and  Expenditures 
records  of  the  State  Highway  Commission,  as  they  are  not  sections  of 
the  State  Highway  Commission,  but  separate  state  agencies. 

It  is  recommended  that  the  Commission  not  be  allowed  to  transfer 
appropriations  back  and  forth  between  bienniums,  as  they  were  allowed 
to  do  between  the  1963,  1965,  and  1967  bienniums.  See  footnote  (1)  to 
Exhibit  "M". 

It  is  recommended  that  funds  from  the  sale  of  the  Commissions 
Capital  Assets  be  shown  as  revenues,  rather  than  as  refunds  of  expendi- 
tures. These  funds  should  not  be  transferred  to  a  work  order  except 
with  the,  permission  of  the  Budget  Bureau.  Such  transfers  should  in- 
crease availability  rather  than  distorting  expenditures  by  understating 
them.  It  should  be  noted  that  funds  received  from  the  sale  of  Capital 
Assets  do  not  meet  the  criterion  for  refunds  of  expenditures  as  formu- 
lated by  the  Budget  Bureau  (B.  M.  No.  2,  L.). 

It  is  requested  that  the  Monthly  Report  be  changed  to  include  the 
amount  expended  on  closed  work  order  by  item.  The  total  of  work 
orders  closed  and  listed  on  the  agenda  should  agree  to  the  total  of 
"Completed  to  Date"  on  the  BD725. 

Summary 

We  have  received  verbal  assurances  from  the  Highway  Commission 
Chairman  that  efforts  will  be  made  toward  implementing  the  foregoing 
recommendations.  In  summary  and  in  conclusion,  we  believe  that  for 
an  effective  and  meaningful  job  to  be  done  in  accounting  for  highway 
funds,  the  Controller  must  be  allowed  to  exercise  the  full  authority 
afforded  his  office  by  statute.  In  those  areas  where  part  of  this  authority 
has  been  eroded  by  other  divisions,  efforts  should  be  made  to  reverse 
such  action.  In  order  for  the  cost  accounting  system  to  reveal  accurate 
costs  of  specific  segments  of  highways  so  that  the  Highway  Commission 
will  be  in  a  position  to  control  these  costs,  it  is  essential  that  work  orders 
reflect  as  closely  as  possible  the  direct  expenses  and  equitable  pro- 
rations of  indirect  expenses  attributable  to  the  job  being  done.  Finally, 
it  is  essential  that  all  financial  statements  be  prepared  in  such  a  way 
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as  to  give  adequate,  informative  disclosure  of  true  operating  results. 
Such  informative  disclosure  is  impossible  if  certain  revenues  and  ex- 
penses are  "netted"  as  described  earlier  in  this  commentary. 

Respectfully  submitted, 

HENRY  L.  BRIDGES,    STATE  AUDITOR 

Prepared  by  Donald  R.  McQueen 
Approved: 

Carlyle  C.  Craven 
C.P.A. 
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FUND  BALANCE 

STATEMENT  OF  REVENUE,  EXPENDITURES  AND  BALANCES 

June  30,  1969 

SCHEDULE  A-l 


$207,532,610.50 

1,359,366.61 

91,094,828.00 

4,154,008.73 

932,013.18 

$  213,199,920.73 

Revenues: 

Current  Fund  Revenue  (Exh.  "B") 

Federal  Aid— HPS/HPR  (Exh.  "B") 

$  40,911,687.46 
194,229,632.56 

305,072,827.02 

Total  Availability 
Expenditures: 

$  518,272,747.75 

$235,141,320.02 
3,875,837.51 

Deduct:  Encumbrances  shown  as  Expenditures  on  the  Commission 

Net  Expenditures 

231,265,482.51 

Fund  Balance  June  30,  1969  (Exh.  "A")   ..  -  .. 

$  287,007,265.24 

Fund  Balance  Represented  by: 
Restricted  Funds: 

$  194,528,437.52 

81,292,223.02 

3,875,837.51 

Unrestricted  Funds: 
Surplus  (Exh.  "A") 

7,310,767.19 

$  287,007,265.24 

Footnote  (1):  See  footnote  No.  8,  Exhibit  "A"  and  Commentary. 

ENCUMBRANCE  ALLOTMENTS 
June  30,  1969 


SCHEDULE  A-2 


State  Maintenance  and  Construction: 

Primary  System 

Secondary  System 

Urban  System 

Public  Service  Roads 

Capital  Improvements 

Federal  Aid  —  HPS/HPR/PR 

Federal  Aid  —  Construction 

State  Aid  to  Municipalities 

Total  (to  Exhibit  "A"  and  Sch.  A-l) 


22,264,244.23 

24,168,904.77 

20,229,573.96 

2,783,889.29 

1,010,407.83 

214,864.07 

123,753,436.90 

103,116.47 


$  194,528,437.52 
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RESERVES 
June  30,  1969 


SCHEDULE  A-3 


Federal  Participation  —  HPS/HPR/PR 

Federal  Participation  —  Construction 

State  Funds  to  Match  Federal  Participation  —  HPS/HPR/PR 
State  Funds  to  Match  Federal  Participation  —  Construction.,. 

State  Aid  to  Municipalities 

Capital  Improvements 

Additional  Salary  Req  uirements 

Highway  Safety  Program 

Highway  Beautification  Program 

Appropriations  in  Excess  of  Estimated  Revenue 

Total  (Exhibit  "A"  and  Sch.  A-l) 


620,789.40 
999,152.54 
398,748.80 
632,540.06 
233,714.68 
078,295.08 
335,000.00 
959,321.61 
37,556.85 
997,104.00 


$  81,292,223.02 


FEDERAL  AID  ALLOCATIONS 
June  30,  1969 


SCHEDULE  A-4 


System 


Construction 


T'.ilai 


Primary 

Secondary 

Urban 

Interstate 

Highway  Planning  and 

Forestry .._ 

Accelerated  Public  Works  Program 

Appalachian  Program 

Outdoor  Advertising  Control 

Junkyard  Control 

Landscaping  and  Scenic  Enhancement 

Rural  Primary 

Rural  Secondary 

TOPICS  —  Urban  Area 

Advance  Acquisition  of  Right-of-Way. 

Totals  (Exhibit  "A").. 


58,193.00 
51,876.00 
18,035.00 

1,599,559.40 


8,863.00 
7,900.00 
13,116.00 


$  19,682,335.00 
18,164,544.00 
8,466,584.00 
81,913,426.54 

539,256.00 

13,814.00 

11,445,597.00 

40,287.00 

139,188.00 

745,102.00 

1,737,248.00 

1,548,499.00 

2,570,891.00 

1,552,045.00 


$19,740,528.00 

18,216,420.00 

8,484,619.00 

81,913,416.54 

1,599,559.40 

539,256.00 

13,814.00 

11,445,597.00 

40,287.00 

139,188.00 

745,102.00 

1,746,111.00 

1,556,399.00 

2,584,007.00 

1,552,045.00 


$    1,757,542.40 


$148,558,806.54 


$150,316,348.94 
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NORTH  CAROLINA  STATE 
STATEMENT  OF  APPROPRIATIONS,  APPORTIONMENTS, 

Fiscal  Year  Ended 

EXHIBIT 


CURRENT  FUND 

Unexpended 

Allotments 

6-30-68 

Appropriations 
Apportionments 

and 
Participations 

Allotments 

Current  Accounts: 
Non-Highway  Departments: 

S            -0- 
-0- 
-0- 
-0- 
-0- 

$  20,604,639.00 

381,659.00 

2,201,987.00 

230,601.00 

1,356,607.54 

$  19,589,605.19 

378,230.00 

State  Bd.  of  Educ.                                

2,201,987.00 

215,465.06 

397,285.93 

$          -0- 

$  24,775,493.54 

$  22,782,573.18 

Highway  Commission: 

$           -0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 

$    3,622,999.00 

7,841,419.00 

685,190.00 

7,814,835.00 

343,226.00 

66,867.00 

4,825.00 

59,928.00 

$    3,283,846.42 

7,248,435.99 

-0- 

Employer's  Contribution  to  Retirement  System 

7,596,831.87 
-0- 

-0- 

-0- 

-0- 

s        -o- 

$  20,439,289.00 

S  18,129,114.28 

$           -0- 

$  45,214,782.54 

$  40,911,687.46 

Encumbrance  Accounts: 
Non-High wa.  Departments: 

$          82,067.26 

$  10,437,474.23 

$  10,437,474.23 

$          82,067.26 

$  10,437,474.23 

$  10,437,474.23 

Highway  Commission: 
State  Maintenance  and  Construction: 
Primary  System: 

$  13,945,843.06 
-0- 
-0- 

$  41,379,825.00 
18,363.25 
-0- 

$  41,379,825.00 

18,363.25 

-0- 

$  13,945,843.06 

$  41,398,188.25 

$  41,398,188.25 

Secondary  System: 

$  26,891,135.52 
-0- 
-0- 

$  54,994,408.00 
548,506.73 
-0- 

$  54,994,408.00 

548,506.73 

-0- 

$  26,891,135.52 

$  55,542,914.73 

$  55,542,914.73 

Urban  System: 

$  13,808,813.79 

-0- 
-0- 

$  14,319,372.00 

1,738,741.79 
3,143.18 

$  14,319,372.00 

Participation  by: 

1,738,741.79 

Property  Owners --- 

3,143.18 
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HIGHWAY  COMMISSION 

PARTICIPATIONS,  ALLOTMENTS,  AND  EXPENDITURES 

June  30,  1969 

"C" 


Expenditures 

Unallotted 

Appropriations 

Unexpended 
Appropriations 

Gross 

Receipts 

Net 

Unexpended 
Allotments 

$   25,976,970.08 

378,230.00 

2,201,987.00 

215,465.06 

641,745.53 

$    6,387,364.89 

-0- 

-0- 

-0- 

244,459.60 

$    19,589,605.19 

378,230.00 

2,201,987.00 

215,465.06 

397,285.93 

$      1,015,033.81 
3,429.00 
-0- 

15,135.94 
959,321.61 

$       1,015,033.81 
3,429.00 
-0- 

15,135.94 
959,321.61 

$           -0- 
-0- 
-0- 
-0- 
-0- 

S    29,414,397.67 

$    6,631,824.49 

$    22,782,573.18 

$      1,992,920.36 

$      1,992,920.36 

$            -0- 

$      3,319,217.77 
7,264,008.76 

-0- 
7,596,831.87 

-0- 

-0- 

-0- 

-0- 

$          35,371.35 
15,572.77 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 

$      3,283,846.42 
7,248,435.99 

-0- 
7,596,831.87 

-0- 

-0- 

-0- 

-0- 

$          339,152.58 
592,983.01 
685,190.00 
218,003.13 
343,226.00 
66,867.00 
4,825.00 
59,928.00 

$          339,152.58 
592,983.01 
685,190.00 
218,003.13 
343,226.00 
66,867.00 
4,825.00 
59,928.00 

$           -0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 
-0- 

$    18,180,058.40 

$          50,944.12 

$     18,129,114.28 

$      2,310,174.72 

$      2,310,174.72 

$           -0- 

$    47,594,456.07 

$    6,682,768.61 

$    40,911,687.46 

$      4,303,095.08 

$      4,303,095.08 

$           -0- 

$    10,416,425.02 

$           -0- 

$     10,416,425.02 

$           -0- 

$          103,116.47 

$          103,116.47 

$    10,416,425.02 

$            -0- 

$     10,416,425.02 

$           -0- 

$          103,116.47 

S          103,116.47 

$             -0- 
-0- 
33,390,771.04 

$           -0- 
-0- 
310,983.96 

$           -0- 
-0- 
33,079,787.08 

$           -0- 

-0- 
-0- 

$           -0- 
-0- 
-0- 

$           -0- 
-0- 

-0- 

$    33,390,771.04 

$        310,983.96 

$    33,079,787.08 

$           -0- 

$    22,264,244.23 

$    22,264,244.23 

$             -0- 
-0- 
58,698,745.34 

$           -0- 
-0- 
433,599,86 

$           -0- 
-0- 
58,265,145.48 

s        -o- 

-0- 
-0- 

$           -0- 
-0- 
-0- 

$           -0- 
-0- 
-0- 

$    58,698,745.34 

$        433,599.86 

$    58,265,145.48 

$           -0- 

$    24,168,904.77 

$    24,168,904.77 

$             -0- 

-0- 
-0- 

$           -0- 

-0- 
-0- 

$           -0- 

-0- 
-0- 

$           -0- 

-0- 
-0- 

$           -0- 

-0- 
-0- 

$           -0- 

-0- 
-0- 
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EXHIBIT  "C" 


CURRENT  FUND 

Unexpended 

Allotments 

6-30-68 

Appropriations 
Apportionments 

and 
Participations 

Allotments 

8           -0- 

$            -0- 

$           -0- 

8  13,808,813.79 

$  16,061,256.97 

8  16,061  256.97 

Public  Service  Roads: 

$    2,639,303.31 
-0- 
-0- 

8    2,020,049.00 
237,210.92 
-0- 

$    2,020,049.00 

237,210.92 

-0- 

Total  Public  Service  Roads 

8    2,639,303.31 

8    2,257,259.92 

$    2,257,259.92 

Total  State  Maintenance  and  Construction 

8  57,285,095.68 

8115,259,619.87 

8115,259,619.87 

HPS/HPR/PR— Federal  Aid: 

Unexpended  Allotments  Brought  Forward 

Apportionments: 

$        238,373.82 

-0- 

-0- 
-0- 
-0- 

8            -0- 

1,561,049.00 
1,135,009.40 
101,681.00 
-0- 

$           -0- 
-0- 

1,075,269.00 

101,681.00 

-0- 

Total  Federal  Aid— HPS/HPR/PR 

238,373.82 

2,797,739.40 

1,176,950.00 

8            -0- 

8        921,480.35 

8        522,731.55 

Total  HPS/HPR/PR— Federal  Aid 

1        238,373.82 

$    3,719,219.75 

S     1,699,681.55 

Highway  Construction— Federal  Aid: 

$  99,347,522.37 

-0- 
-0- 
-0- 

-0- 
-0- 
-0- 

$           -0- 

45,386,527.00 

873,207.54 

74,498,416.00 

2,313,585.94 
124,789.10 
-0- 

8           -0- 

Apportionments: 

-0- 

-0- 

65,758,998.00 

Participation  By: 

2,313,585.94 

124,789.10 

-0- 

$  99,347,522.37 

8123,196,525.58 

8  68,197,373.04 

$            -0- 

8  44,515,112.01 

8  33,882,571.95 

$  99,347,522.37 

8167,711,637.59 

8102,079,944.99 

Capital  Improvements  1961-63  Biennium: 

t               502.55 
-0- 

8           8,300.00 
-0- 

8           -0- 

-0- 

Total  1961-63  Biennium - 

8               502.55 

$            8,300.00 

$           -0- 

1963-65  Biennium: 

$        41,310.34 
-0- 

$        287,205.48 
-0- 

t        131,031.28 

-0- 

Total  1963-65  Biennium.   .                      ....... 

$        41,310.34 

I        287,205.48 

l        131,031.28 
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Continued 


Expenditures 

Unallotted 
Appropriations 

Unexpended 
Appropriations 

Gross 

Receipts 

Net 

Unexpended 
Allotments 

$      9,642,261.97 

$              1,765.17 

$      9,640,496.80 

$            -0- 

$            -0- 

$            -0- 

$      9,642,261.97 

$            1,765.17 

$      9,640,496.80 

$            -0- 

$  20,229,573.96 

$    20,229,573.96 

$            -0- 

-0- 
2,089,419.02 

$            -0- 
-0- 

(          23,254.92) 

$            -0- 
-0- 
2,112,673.94 

$            -0- 
-0- 
-0- 

$            -0- 
-0- 
-0- 

$            -0- 
-0- 
-0- 

$      2,089,419.02 

5(        23,254.92) 

S      2,112,673.94 

$            -0- 

$      2,783,889.29 

$      2,783,889.29 

$103,821,197.37* 

$        723,094.07 

$  103,098,103.30 

$            -0- 

$    69,446,612.25 

$    69,446,612.25 

$             -0- 

-0- 

-0- 

-0- 

1,723,191.30 

$            -0- 

-0- 
-0- 

-0- 
-0- 

$            -0- 

-0- 

-0- 
-0- 

1,723,191.30 

$            -0- 

1,561,049.00 
59,740.40 
-0- 
-0- 

$           -0- 

-0- 
-0- 
-0- 
-0- 

$            -0- 

-0- 
-0- 
-0- 

-0- 

$      1,723,191.30 

$            -0- 

$     1,723,191.30 

$      1,620,789.40 

$      2,234,402.27 

$        214,864.07 

$             -0- 

$            -0- 

$            -0- 

$          398,748.80 

$            -0- 

$            -0- 

$      1,723,191.30 

$            -0- 

$      1,723,191.30 

$      2,019,538.20 

$      2,234,402.27 

$          214,864.07 

$             -0- 

-0- 
-0- 
-0- 

-0- 

-0- 

77,674,671.39 

$           -0- 

-0- 
-0- 
-0- 

-0- 

-0- 
640.93 

$            -0- 

-0- 
-0- 
-0- 

-0- 

-0- 

77,674,030.46 

$            -0- 

45,386,527.00 

873,207.54 

8,739,418.00 

-0- 

-0- 
-0- 

$            -0- 

-0- 
-0- 
-0- 

-0- 
-0- 
-0- 

$           -0- 

-0- 
-0- 
-0- 

-0- 
-0- 
-0- 

$    77,674,671.39 

$               640.93 

$    77,674,030.46 

$    54,999,152.54 

$189,385,129.50 

$  123,753,436.90 

$            -0- 

S         -o- 

$           -0- 

$     10,632,540.06 

$            -0- 

$           -0- 

$    77,674,671.39 

$               640.93 

$    77,674,030.46 

S    65,631,692.60 

$  189,385,129.50 

$  123,753,436.90 

%            -0- 

1.780.03 

$           -0- 
-0- 

$            -0- 

1,780.03 

$            8,300.00 
-0- 

$            -0- 
-0- 

$           -0- 
-0- 

$             1,780.03 

$           -0- 

$            1,780.03 

$              8,300.00 

$              7,022.52 

$(           1,277.48) 

$             -0- 

71,791.54 

$            -0- 
-0- 

$            -0- 

71,791.54 

$          156,174.20 
-0- 

$           -0- 
-0- 

$           -0- 
-0- 

$           71,791.54 

$            -0- 

$          71,791.54 

$          156,174.20 

S          256,724.28 

$          100,550.08 
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EXHIBIT  "C" 


CURRENT  FUND 

Unexpended 

Allotments 

6-30-68 

Appropriations 
Apportionments 

and 
Participations 

Allotments 

1965-67  Biennium: 

S        109,444.60 
-0- 

$          62,269.89 
-0- 

$ 

56,077.21 

-0- 

Total  1965-67  Biennium .     _. 

$        109,444.60 

$          62,269.89 

% 

56,077.21 

1967-69  Biennium: 

$    1,277,814.53 
-0- 

$     1,619,738.00 
-0- 

% 

712,109.80 

-0- 

Total  1967-69  Biennium...   .. ____________ 

$     1,277.814.53 

$     1,619,738.00 

% 

712,109.80 

$     1,429,072.02 

$     1,977,513.37 

. 

899,218.29 

$158,382,131.15 

$299,105,464.81 

$2; 

0,375,938.93 

$158,382,131.15 

$344,320,247.35 

$27 

1,287,626.39 
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Continued 


Expenditures 

Unallotted 
Appropriations 

Unexpended 
Appropriations 

Gross 

Receipts 

Net 

Unexpended 
Allotments 

$             -0- 

20,539.01 

%           -0- 
-0- 

$            -0- 

20,539.01 

$            6,192.68 
-0- 

$            -0- 
-0- 

$            -0- 

-0- 

$           20,539.01 

$           -0- 

$            20,539.01 

$              6,192.68 

S          151,175.48 

S          144,982.80 

$             -0- 

1,223,771.90 

$           -0- 
-0- 

s        -o- 

1,223,771.90 

$         907,628.20 
-0- 

$        -    0- 
-0- 

$           -0- 
-0- 

$      1,223,771.90 

$         -0- 

$      1,223,771.90 

$          907,628.20 

$      1,673,780.63 

$          766,152.43 

$      1,317,882.48 

i        -o- 

S      1,317,882.48 

$      1,078,295.08 

$      2,088,702.91 

$      1,010,407.83 

$  194,953,367.56 

$        723,735.00 

$  194,229,632.56 

S    68,729,525.88 

$  263,257,963.40 

$  194,528,437.52 

$242,547,823.63 

$    7,406,503.61 

$  235,141,320.02 

$    73,032,620.96 

$  267,561,058.48 

$  194,528,437.52 

(Schedule  A) 

(Exhibit  "A"  & 
Schedule  A-lJ 
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COMPARATIVE  STATEMENT  OF  EXPENDITURES 

CURRENT  FUND 
For  The  Years  Ended  June  30,  1969  and  June  30,  1968 


EXHIBIT  "D' 


Object 

Code 


Expenditures 


1968-69 


1967-68 


1968-69 
( )ver 
Under* 


N-A 
N-A 
N-A 
N-A 
N-A 
N-A 
N-A 
N-A 
N-A 
020 

o;;o 
040 
060 


232 
2:i3 
310 

311 
313 
321 

322 
323 
330 
331 
33(1 
341 
312 
343 
351 
352 
353 
351 
410 
421 


123 
421 
425 
42fi 
427 
428 
441 
442 
450 
460 
471 


Department  of  Motor  Vehicles 

Department  of  Agriculture 

State  Board  of  Education 

Utilities  Commission 

Employers  Contribution  to  Retirement  System.  __ 

General  Administration 

Engineering  Administration 

Highway  Safety  Program 

State  Aid  to  Municipalities, 

Salaries  and  Wages 

Temporary  Labor — Hourly  Rate. 

Trainee  Salaries 

Temporary  Labor — Annual  Rate 

Prison  Labor 

Payroll  Additives 

Payroll  Additives — Trainee 

Per  Diem  Expense  of  Commissioners 

Employees  Travel 

Educational  Expense 

Professional  or  Consultant  Fees  Paid  Individuals- 
Professional  and  Consultant  Fees 

Outside  Testing  and  Engineering 

Freight,  Express  and  Drayage 

Telephone  and  Telegraph 


Rent  of  Land  and  Structures — Individuals 

Rent  of  Land  and  Structures 

Water,  Heat  and  Power 

Repairs  and  Service  to  Buildings 

Repairs  and  Service  to  Equipment— Other 

Repairs  and  Service  to  Equipment — Wreck 

Insurance  and  Bond  Premiums 

Dues,  Subscriptions,  Promotion  &  Advertising.. 

Payments  to  Contractors 

Payments  to  State  Agencies 

Office  Supplies 

Maintenance  Materials  &  Supplies — 

Aggregate  and  Sand 

Maintenance  Materials  &  Supplies — 

Asphalt  and  Tar 

Maintenance  Materials  and  Supplies — Other 

Bridge  Materials  and  Supplies 

Landscape  Materials  and  Supplies 

Traffic  Paint  and  Additives 

Road  Signs  and  Signals 

Buildings  and  Ground  Materials  and  Supplies. . 

Repair  and  Replacement  Parts 

License  Plates 

Motor  Fuel,  Lubricates  and  Anti-freeze. 

Tires  and  Tubes 

Engineering  and  Drafting  Supplies 

Laboratory  Supplies 


589,605.19 

378,230.00 

201,987.00 

215,465.06 

596,831.87 

284,000.49 

f, 248, 435. 99 

397,285.93 

), 416, 425. 02 

),  744, 256. 03 

5,738,908.58 

294,398.50 

885,954.96 

1,799,741.65 

',857,963.94 

59,146.97 

499,188.17 

5,574.22 

14.722.972 

5,652,093.92 

138,562.22 

3,865.02 

113,470.43 

19,154.47 

7.848.102 

58,744.62 

305,548.52 

14,166.83 

17,317.02 

87.76 

34.55 

22,200.42 

!, 281,433. 05 

124,155.33 

16,414.02 


438,197.66 

337,785.27 

768,416.01 

594,891.27 

711,686.37 

043,473.32 

525,403.63 

32,135.94 

17.50 

17,076.62 

109.71 

93,314.07 

2,135.97 


$  18,660,788.60 

380,953.00 

2,044,389.00 

192,581.51 

7,211,066.80 

3,067,361.57 

7,200,419.75 

49,565.46 

9,959,054.78 

38,423,244.84 

7,077,587.88 

438,895.59 

1,070,337.02 

4,799,878.78 

9,261,439.87 

104,610.90 

1,406.39 

451,213.83 

4,189.81 

2,969,981.70 

131,601.53 

2,574.75 

102,956.63 

18,661.55 

66,727.15 
219,123.83 
23,191.10 

21,341.77 
233.33 

26,032.04 

112,604,193.30 

670,910.75 

51,442.61 

9,734,494.67 

5,284,142.97 

2,090,240.48 

1,872,246.96 

608,149.73 

2,910,460.47 

2,046,428.66 

580,492.42 

24,409.78 

-0- 

19,146.95 

311.45 

88,078.05 

1,233.09 


928,816.59 

2,723.00* 

157,598.00 

22,883.55 

385,965.07 

216,638.92 

48,016.24 

347,720.47 

457,370.24 

1,321,011.19 

1,338,679.30* 

144,497.09* 

184,382.06* 

137.13* 

1,403,475.93* 

45,463.93* 

1,406.39* 

47,974.34 

1,384.41 

14,722.97 

317,887.78* 

6,960.69 

1,290.27 

10,513.80 

492.92 

7,848.10 

7,982.53* 

86.424.C9 

9,024.27* 

4,024.75* 

145.57* 

34.55 

3,831.62* 

9,677,239.75 

546,755.42* 

35,028.59* 

1,155,899.86* 

154,054.69 

247,544.79 

103,830.95* 

13,258.46* 

198,774.10* 

2,955.34* 

55,088.79* 

7,726.16 

17.50 

2,070.33* 

201.74* 

5,236.02 

902.88 
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EXHIBIT  "D"  Continued 


Description 


Expenditures 


Over 
Under* 


Photographic  Supplies 

Shop  Supplies,  Tools  and  Tire  Chains 

First  Aid  and  Medical  Supplies 

Road  Maps 

Office  Furniture  and  Equipment 

Engineering  and  Drafting  Equipment 

Shop  Equipment 

Miscellaneous  Equipment 

Non-Rental  Road  Equipment 

Rent  of  Tabulating  Equipment 

Rent  of  Equipment  from  the  equipment 

department 

Rent  of  Other  Equipment 

Right-of-way  Incidental  costs  paid  individuals. 
Acquisition  of  right-of-way  by  agreement  from 

individuals 

Acquisition  of  right-of-way  by  deed  from 

individuals 

Land  for  Buildings,  Depots,  and  Yards 

Right-of-way  incidental  costs 

Acquisition  of  right-of-way  by  agreement 

Acquisition  of  right-of-way  by  deed 

Acquisition  of  right-of-way  by  condemnation.. 

Acquisition  of  right-of-way  by  settlement 

Acquisition  of  right-of-way  by  jury  verdict 

Right-of-Way  Utilities 

Public  Liability  Claims 

Services  by  other  Highway  Departments 

Electronic  Data  Processing  Services 

Photogrammetric  Services 

Planning  job  order  costs 

Interest  Expense 

Sale  of  Salvage  materials  and  equipment 

Reimbursement — Cities  and  Towns 

Reimbursement — Part.  Paving 

Reimbursement  by  Others 

Rental  Income 

Damage  Claims 

Other  Receipts 

Toll  Receipts 


Gross  Expenditures 

Deduct:  Bond  Fund  Expenditures.. 


4,532.62 
475,231.91 

7,263.56 

4.20 

23,209.46 

10,383.30 

1,416.67 
32,696.94 
11,179.60 

2,189.99 

24,088,717.04 
493,447.65 
454,660.41' 

5,038,967.382 

1,525,849.762 

33,280.03 

1,020,374.85 

9,483,336.31 

2,837,817.63 

1,868,628.66 

1,470,208.68 

558,127.15 

2,038,190.25 

10.20 

14,476.34 

44,021.76 

21,701.66 

175,557.93 

22,943.98 

66,840.42' 

242,889.21* 

1,231.21 

196,094.86* 

2,890.40' 

166,172.88' 

365.35' 

202,920.25' 


4,462.34 
476,773.95 

8,107.63 

7.76 

36,380.12 

30,139.26 

5,910.13 
23,623.09 
24,080.46 

3,302.18 

24,226,021.15 
1,467,583.73 


94,783.00 
1,007,403.76 
12,654,  04.65 
6,012,285.63 
4,959,275.94 
1,274,077.31 
347,527.91 
1,422,341.63 


39,136.58 
12,174.27 
81,255.50 
18,812.15 
99.162.2U 

127, 477. 30' 
24,075.16* 
92,303.73' 
3,067.90' 

165,901.46' 
21,568.63" 

173,390.50" 


70.28 
1,542.04* 
844.07* 
3.56* 
13,170.66* 
19,755.96* 
4,493.46* 
9,073.85 
12,900.86* 
1,112.19* 

137,304.11* 
974,136.08* 
454,660.41 

5,038,967.38 

1,525,849.76 

61,502.97* 

12,971.09 

3,171,268.34* 

3,174,468.00* 

3,090,647.28* 

196,131.37 

210,599.24 

615,848.62 

10.20 

14,476.34 

4,885.18 

9,527.39 

94,302.43 

4,131.83 

32,321.79 

115,411.91* 

25,306.37 

103,791.13* 

177.50 

271.42* 

21,203.28 

29,529.75* 


$312,027,940.73 
76,886,620.71 


$306,090,916.34 
69,793,341.73 


$    5,937,024.39 
7,093,278.98 


Current  Fund  Expenditures  (Exh.  "C") $235,141,320.02    $236,297,574.61 


$     1,156,254.59* 


■■This  is  an  error  in  classification,  as  all  object  231  should  be  in  General  Administration. 

2  New  objective  codes  were  used  during  the  year  for  the  first  time,  thereby  causing  some  distortion  in  some  object  lines. 
3Included  in  the  above  expenditure  summary  are  amounts  for  capital  improvements.    See  Exhibit  "K"  for  s 
breakdown  by  objects  for  capital  improvements. 
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STATEMENT  OF  AIRPLANE  INCOME  AND  EXPENSE 

AND  FUND  BALANCE 

Year  Ended  June  30,  1969 


EXHIBIT  "I" 


Three  Year 
Total 

Fiscal  Years  Ended  June  30, 

1967 

1968 

1969 

$          71,807.77 

$          20,622.80 

$          24,284.32 

$          26,900.65 

Operating  Expenses: 

$          16,263.14 
10,799.73 
6,137.50 
3,060.00 
75.19 
10,633.25 

$          11,190.06 
3,066.58 
1,741.00 
1,020.00 

10,633.25 

$            2,130.49 
3,610.57 
2,252.50 
1,105.00 

$            2,942.59 

4,122.58 

2,144.00 

935.00 

75.19 

$          46,968.81 

$          27,650.89 

$           9,098.56 

$          10,219.36 

Excess  or  Deficit*  of  Income  over 

$          24,838.96 

$           7,028.09* 

$          15,185.76 

$          16,681.29 

Add:  Surplus  July  1,  1968.  

3,304.69 

Accumulated  Surplus  June  30,  1969- . . 

$          19,985.98 

Depreciation  Schedule: 

Date 
Acquired 

Est. 
Life 

Cost 

Salvage 
Value 

Depreciable 
Amount 

Accumulated 

Depreciation 

6-30-69 

Aero  Commander . 
De-Ieing  Equip... 
Salvage  Value 

May,  1959 
Jan.,  1961 

60  Mo. 
40  Mo. 
36  Mo. 

$      83,500.00 
3,500.00 

$      33,400.00 
1,400.00 
34,800.00* 

$      50,100.00 
2,100.00 
34,800.00 

$      50,100.00 
2,100.00 
34,800.00 

$      87,000.00 

$        -0- 

$      87,000.00 

$      87,000.00 

84 


STATEMENT  OF  INCOME  AND  EXPENSE  OF  THE  EQUIPMENT 
DEPARTMENT 
For  The  Year  Ended  June  30,  1969 

EXHIBIT  "J" 


Income: 
Equipment  Rentals 

Gain  on  Sale  of  Rental  Equipment 

Sale  of  Salvage  Materials  and  Supplies. 

Reimbursement  by  Others 

Direct  Charges  to  Work  Orders 

Overhead  Transferred  to  Work  Orders. . 

Damage  Claims 

Gain  on  Inventory  Adjustment 


Total  Income 

Operating  Expenses: 

Salaries  and  Wages 

Temporary  Labor 

Payroll  Additives 

Employees  Travel 

Educational  Expenses 

Freight,  Express  and  Drayage. . 
Telephone  and  Telegraph 


Postage 

Rent  of  Land  and  Structures 

Water,  Heat,  Power 

Repairs  and  Services  to  Buildings 

Repairs  and  Services — Equipment — Other 

Repairs  and  Services — Equipment — Wreck 

Insurance  and  Bond  Premium 

Dues,  Subscriptions,  Promotion,  Advertising. 

Office  Supplies 

Bridge  Materials  and  Supplies 

Road  Signs  and  Signals 

Building  and  Ground  Materials  &  Supplies 

Repair  and  Replacement  Parts 

License  Plates 

Motor  Fuel,  Lubricants,  Anti-freeze 

Tires  and  Tubes 

Engineering  and  Drafting  Supplies 

Shop  Supplies,  Small  Tools,  Tire  Chains 

First  Aid  and  Medical  Supplies... 

Office  Furniture  and  Equipment 

Shop  Equipment 

Miscellaneous  Equipment 

Rent  of  Equipment  from  equipment  dept 

Rent  of  Other  Equipment 

Depreciation _ 

Public  Liability  Claims 

Service  by  Other  Highway  Dept 

Loss  on  Obsolete  Inventory 


Total  Operating  Expenses.  . 
Less:  Purchase  Discounts 


Net  Operating  Expenses.. 


Excess  of  Income  over  Expenditures.  . 


5,692,011.50 

460,017.73 

15,220.82 

25,762.43 

300.00 

504.48 

32,895.10 

6,080.70 

1,783.34 

193,348.51 

57,262.34 

526,892.89 

79,149.30 

48,196.53 

105.26 

17,654.01 

52.09 

254.93 

30,198.47 

4,499,645.25 

1,585.00 

4,215,860.28 

1,323,040.84 

9.58 

215,686.62 

1,901.71 

10,287.27 

99,749.08 

99,457.97 

4.85 

39.14 

7,390,777.46 

306,312.94 

8,211.46 

22,809.71 


$  25,383,069.59 
69,217.34 


$  24,577,784.87 

1,416,930.87 

115,192.86 

7,413.92 

263,037.42 

2,656.73 

124.02 

440,512.96 


$  26,823,653.1 


$    1,509,801.40 
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ANALYSIS  OF  FUNDED  RESERVE  BALANCE  FOR  THE 
PURCHASE  OF  EQUIPMENT 
For  Year  Ended  June  30,  1969 


SCHEDULE  J-l 


$    7,390,777.46 

89,819.73 

1,509,801.40 

S    5,919,296.37 

Funds  Provided  During  Current  Year: 
From  Depreciation 

$    8,061,946.13 

8,990,398.59 

$  14,909,694.96 

Funds  Applied  during  current  year: 
Purchase  of  equipment 

8,061,946.13 

$    6,847,748.83 
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STATEMENT  OF  CAPITAL  IMPROVEMENT  EXPENDITURES 
BY  OBJECT 
From  July  1,  1961,  to  June  30,  1969 

EXHIBIT  "Kv 


Obj. 
Code  No 


Description 


Total 

Expenditures  of 

Prior  Years 


Expenditures 
1968-69 


Total 

Expenditures 

Inception 

To  Date 


Salaries  &  Wages 

Temporary  Labor-Hourly  Rate 

Temporary  Labor-Annual  Rate 

Prison  Labor 

Payroll  Additives 

Employees  Travel 

Prof,  or  Con.  Fees  Paid 

Prof,  or  Con.  Fees — Others 

Outside  Testing  &  Engineering 

Freight,  Express,  Drayage 

Telephone  &  Telegraph 

Postage 

Rental  of  Land  &  Structure 

Water,  Heat  &  Power 

Repairs  &  Serv.  to  Bldgs 

Repairs  &  Serv.  to  Equip. — Other 

Dues  subscript  promote  advert 

Payments  to  Contractors 

Payments  to  State  Agencies 

Office  Supplies _. 

Maint.  Materials,  Supp. — Aggreg.  &  Sand 

Maint.  Materials,  Supp. — Asphalt  &  Tar 

Maint.  Materials  &  Supplies — Other 

Bridge  Materials  &  Supplies 

Landscape  Materials  &  Supplies 

Road  Signs  &  Signals 

Buildings  &  Grounds — Maint.  &  Supplies 

Repair  &  Replacement  Parts _. 

Motor  Fuel,  Lubricants  &  Anti-freeze. 

Tires  and  Tubes 

Engineering  &  Drafting  Supplies 

Shop  Supplies,  Small  Tools  &  Tire  Chains 

First  Aid  &  Medical  Supplies 

Office  Furniture  &  Equip 

Shop  Equipment 

Laboratory  Equip 

Miscellaneous  Equipment 

Non-Rental  Road  Equipment 

Rent  of  Equip,  from  equip,  dept 

Rent  of  Other  Equipment 

Right-of-way— Incidental  cost  paid  individuals.. 
Land  for  building  sites,  equip,  depots  &  yards... 

Right-of-Way  Incidental  costs 

Services  by  other  highway  depts... 

Electronic  Data  Processing  Serv 


682,118.88 

180,723.64 

363.75 

36,315.00 
124,164.96 

45,375.10 

444,269.19 

396.22 

2.25 

388.20 

136.84 

2.00 

4,241.60 

22,165.93 

261.73 

1,041.61 

2,420,472.90 

3,502,600.00 

3.28 

6,781.65 

3,993.00 

13,109.84 

19,877.56 

1,056.75 

119.32 

1,959,439.65 

1,766.89 

226.45 

79.48 

62.70 

6,515.11 

13.70 

26,000.21 


Total  Expenditures.. 

Less  Receipts 

Net  Expenditures 


l,i 


7,465.44 

131.65 

482.66 

142,219.51 

130.56 

342,306.60 
2,701.10* 

3,848.48 
75.94 


211,440.26 
115,930.80 


41,904.35 
26,106.37 
14,722.97 
31,315.00 

859.88 
446.68 
216.76 

12.00 

2,605.26 

2,039.27 

17.46 

520.85 

273,775.04 

20.67 
2,930.37 
2,756.89 
1,090.38 
6,214.45 

56.22 
485,832.11 


43.95 
675.76 


11,178.10 
388.99 


41.75 
50,418.45 


177.25 
33,280.03 


1,714.30 


$        245,757.40 


893,559.14 

296,654.44 

363.75 

36,315.00 

166,069.31 

71,481.47 

14,722.97 

475,584.19 

1,256.10 

448.93 

604.96 

148.84 

2.00 

6,846.86 

24,205.20 

279.19 

1,562.46 

2,694,247.94 

3,502,600.001 

23.95 

9,712.02 

6,749.89 

14,200.22 

26,092.01 

1,056.75 

175.54 

2,445,271.76 

1,788.78 

376.01 

79.48 

106.65 

7,190.87 

13.70 

37,178.31 

2,058.16 

7,465.44 

131.65 

524.41 

192,637.96 

130.56 

177.25 

375,586.63 

2,701.10* 

4,541.19 

75.94 


$     1,317,882.48 


$     1,317,882.48 


$  11,071,839.38 


1  Appropriations  for  Department  of  Correction  and  Department  of  Motor  Vehicles. 
♦Indicates  Red  Figure 
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BALANCE  SHEET 

DEBT  SERVICE  FUND 

HIGHWAY  CONSTRUCTION  BONDS  OF  1965 

June  30,  1969 


EXHIBIT  "P" 


ASSETS 
Cash  on  Deposit— State  Treasurer - $  16,636,373.34 


RESERVE 

Reserve  for  Redemption  of  Bonds  and  Interest $  14,979,269.23 

Add:  Revenue,  1968-69,  $0.01  per  gallon  tax 23,395,354.11 


Funds  Available  for  Bond  redemption  and  Interest $  38,374,623.34 

Deduct:  Redemption  of  Bonds $  15,000,000.00 

Interest  on  Bonds 4,338,250.00 

Interest  on  Bond  Anticipation  Notes 2,400,000.00  21,738,250.00 


Reserve  for  Future  Redemption  of  Bonds  &  Interest $  16,636,373.34 
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BALANCE  SHEET 

DEBT  SERVICE  FUND 

SECONDARY  ROAD  BONDS— 1949 

June  30,  1969 


EXHIBIT  "0" 


ASSETS 
Cash  on  Deposit— State  Treasurer $  12,386,250.00 


RESERVE 
Reserve  for  Bond  Redemption  and  Interest $  12,386,250.00 
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1965  BOND  FUND 

BALANCE  SHEET 

June  30,  1969 


EXHIBIT  "Rv 


ASSETS 

Cash  on  Deposit  with  State  Treasurer $112,709,435.51 

Bonds  Authorized $300,000,000.00 

Less:  Bond  Issued 180,000,000.00 

Bonds  Authorized  and  Unissued 120,000,000.00 


Total  Assets .„_ $232,709,435.51 


LIABILITIES  AND  FUND  BALANCE 
Liabilities: 

Due  to  Current  Fund $    3,867,524.87 

Bond  Anticipation  Notes  payable 120,000,000.00         $123,867,524.87 

Fund  Balance: 

Unallotted  Funds  (Sch.  R-l; __ $  64,525,351.79 

Unexpended  Allotted  Funds  (Sch.  R-l) 44,316,558.85  108,841,910.64 


Total  Liabilities  and  Fund  Balan  f $232,709,435.51 
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$    146,794.07 
69,918.20 

261,168.10 
81,273.10 

323,524.10 

$    38,272.27 
27,806.68 
19,363.01 
45,845.62 
98,723.31 

s 

$    184,100.13 
241,484.83 

96,432.86 
173,355.16 

60,939.67 
315,417.52 
135,043.43 
108,276.45 

Q 

$    92,139.32 
184,091.00 
295,789.10 
234,115.06 
314,695.30 
81,559.41 

o 

$  1,050,105.93 

496,181.80 

648,831.90 

835,326.90 

1,076,775.90 

d 

$   581,027.73 

496,993.32 

474,463.01 

733,554.38 

1,116,176.69 

b 

$   660,299.87 
1,240,515.17 

373,067.14 

662,944.84 
1,433,160.33 

602,082.48 
1,924,556.57 

861,423.55 

o 

$   525,593.39 
503,709.00 
796,910.90 
342,684.94 
960,404.70 
521,640.59 

d 

$   464,572.21 
360,575.71 
499,600.96 
431,375.82 
920,986.66 

i 

$   482,129.29 
417,874.05 
360,056.87 
571,639.70 
945,586.98 

| 

$   542,393.09 
766,434.14 
408,554.33 
565,945.40 

1,101,849.37 
581,627.00 

1,794,543.20 
538,380.44 

1 

$   349,903.60 
116,603.72 
350,811.52 
234,993.06 
487,330.53 
285,177.41 

| 

$  1,196,900.00 

566,100.00 

910,000.00 

916,600.00 

1,400,300.00 

o 
o 

o 

$    619,300.00 

524,800.00 

455,100.00 

779,400.00 

1,214,900.00 

d 
us 

$    844,400.00 
1,482,000.00 

469,500.00 

836,300.00 
1,494,100.00 

917,500.00 
2,059,600.00 

969,700.00 

o 
o 
d 

d 

$    617,732.71 
687,800.00 

1,092,700.00 
576,800.00 

1,275,100.00 
603,200.00 
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ANNUAL  REPORT 
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FOR  FISCAL  YEAR  ENDED  JUNE  30,  1970 

(NOTE:  Auditor's  Report  not  Available  at  time  of  Publication) 

D.  McLaughlin  Faircloth,  Chairman 
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NORTH  CAROLINA  STATE  HIGHWAY  COMMISSION 

RALEIGH,  NORTH  CAROLINA 

September  1,  1970 

Mr.  D.  McLaughlin  Faircloth,  Chairman 

North  Carolina  State  Highway  Commission 

Raleigh,  North  Carolina 

Dear  Mr.  Faircloth: 

The  financial  condition  of  the  Current  Fund,  Debt  Service  Fund — 
Secondary  Road  Bonds,  Debt  Service  Fund — Highway  Bond  Act  of  1965, 
and  Equipment  Fund,  comprising  the  State  Highway  Fund,  as  of  June 
30,  1970,  and  the  results  of  operations  from  these  Funds  for  the  fiscal 
year  ended  June  30,  1970,  are  presented  in  the  following  comments  and 
attached  Exhibits. 

CURRENT  FUND 

Cash  in  Banks— $20,800.00— Exhibit  "A": 

Cash  in  Banks  consists  of  checking  accounts  established  in  various 
banks  throughout  the  State  for  the  payment  of  miscellaneous  emer- 
gency bills  for  less  than  $25.00.  Reimbursement  is  made  upon  submission 
of  paid  invoices  and  bills  or  receipts.  The  total  balance  in  these  funds  at 
June  30,  1970,  is  $20,800.00. 

Cash  on  Deposit— State  Treasurer— $183,624,673.06— Exhibit  "A": 

On  June  30,  1970,  cash  deposited  with  the  State  Treasurer  in  the  Cur- 
rent Fund  amounted  to  $183,624,673.06  as  compared  with  $128,869,450.68 
on  June  30,  1969,  an  increase  of  $54,755,222.38. 

Certificates    of    Deposit— U.     S.    Government    Contract— $1,500,000.00— 
Exhibit   "A": 

In  order  for  the  Highway  Commission  to  handle  the  financing  for  the 
relocation  of  US  64,  due  to  the  construction  of  the  New  Hope  Dam,  a 
contract  was  executed  with  the  U.  S.  Corps  of  Engineers  on  May  18, 
1970,  which  required  the  Highway  Commission  to  purchase  and  place 
in  escrow,  with  Wachovia  Bank  and  Trust  Company,  Raleigh,  North 
Carolina,  certificates  of  deposit  in  the  amount  of  $1,500,000.00. 

Travel  Advances  to  Employees— $23,700.12— Exhibit  "A": 

Advances  are  made  to  employees  under  two  conditions  and  in  such 
amounts  considered  necessary  to  meet  existing  needs.  One  condition  is 
that  the  employee  is  assigned  to  work  or  travel  that  is  of  a  temporary 
nature,  and  the  second  is  when  the  nature  of  the  employee's  work  takes 
him  away  from  his  home  or  place  of  abode  and  requires  constant,  if  not 
continual,  travel.    The  third  condition  that  must  also  be  present  in  the 
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preceding  circumstances  is  that  there  must  exist  a  need  for  funds  for 
out-of-pocket  expenditures  in  an  amount  greater  than  that  the  employee 
would  normally  and  reasonably  be  expected  to  finance  from  his  own 
personal  funds.   These  advances  at  June  30,  1970,  amount  to  $23,700.12. 

State  Departments,  Agencies,  and  Institutions — $678,847.78 — Exhibit  "A": 

Accounts  Receivable  from  State  Departments  at  June»  30,  1970, 
amounted  to  $678,847.78  of  which  $421,314.00  represents  accrual  of  Gaso- 
line Tax  Refund  Due  from  Department  of  Revenue  for  April,  May,  and 
June,  1970.  The  remaining  balance  of  $257,533.78  represents  charges  for 
material  or  services  furnished  various  Departments,  Agencies  or  Insti- 
tutions. Of  this  amount,  $63,795.37  was  received  during  the  month  of 
July,  1970. 

Department  of  Motor  Vehicles— Imprest  Fund— $15,000.00— Exhibit  "A": 

The  balance  of  $15,000.00  shown  on  Exhibit  "A"  as  being  due  from 
the  Department  of  Motor  Vehicles  represents  an  advance  to  the  State 
Treasurer's  Office  for  the  purpose  of  expediting  payment  of  refund 
claims  on  gasoline  and  motor  vehicle  collections. 

Due  from  Utilities  and  Other  Public  Service  Agencies— $81,800.00 
—Exhibit  "A": 

The  item  of  $81,800.00  shown  on  Exhibit  "A"  consists  of  balances  of 
future  installments  due  from  utilities  and  other  public  service  agencies. 
These  accounts  arise  from  agreements  entered  into  with  the  North  Caro- 
lina State  Highway  Commission  for  participation  in  construction  and 
relocation  of  highways  and  bridges,  drainage  and  watershed  projects, 
and  for  other  miscellaneous  services  or  materials  furnished  by  the  High- 
way Commission. 

Due  from  Cities  and  Towns— $5,823,447.62— Exhibit  "A": 

This  amount  represents  balances  due  from  municipalities  resulting 
from  contracts  entered  into  with  the  North  Carolina  State  Highway 
Commission  for  participation  in  construction  projects,  maintenance  work 
performed  by  the  Highway  Commission,  balances  for  construction  of 
water  lines  and  systems,  and  other  miscellaneous  materials  or  supplies 
furnished  them.  An  analysis  of  these  accounts  with  municipalities  shows 
the  condition  of  the  outstanding  balances  to  be  as  follows: 

Date  Due  Amount 


Fiscal  Year  1956-57                                                                                                        %  7,914.28 

Fiscal  Year  1957-58  2,448.95 

Fiscal  Year  1958-59  9,335.52 

Fiscal  Year  1959-60  51,015.84 

Fiscal  Year  1962-63  3,300.00 

Fiscal  Year  1963-64  10,300.00 

Fiscal  Year  1964-65  10, 850.00 

Fiscal  Year  1965-66  10,850.00 

Fiscal  Year  1966-67  10,300.00 
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Date  Due  Amount 

Fiscal  Year  1967-68  11,840.04 

Fiscal  Year  1968-69  22,098.50 

Fiscal  Year  1969-70  130, 601 .  84 

Fiscal  Year  1970-71  1,425,927.25 

Fiscal  Year  1971-72  1,257,782.91 

Fiscal  Year  1972-73  847,503.75 

Fiscal  Year  1973-74  767 ,  228 .  59 

Fiscal  Year  1974-75  644 ,  352 .  88 

Fiscal  Year  1975-76  230, 188.58 

Fiscal  Year  1976-77  129 ,  305 .  87 

Fiscal  Year  1977-78  62 ,  640 .  00 

Fiscal  Year  1978-79  14,910.00 

Fiscal  Year  1979-80  14,910.00 

Upon  Completion  147 ,  842 .  82 


Due  from  Bond  Fund— $6,450,529.31— Exhibit  "A": 

This  item  results  from  expenditures  made  for  the  period  June  1,  1970, 
through  June  30,  1970,  on  the  construction  program  being  carried  out 
under  the  State  Highway  Bond  Act  of  1965.  Amounts  expended  from  the 
Current  Fund  for  this  purpose  are  reimbursed  periodically  by  the  Bond 
Fund  from  cash  borrowed  by  the  issuance  of  Bond  Anticipation  Notes, 
from  the  proceeds  of  the  sale  of  Bonds,  or  from  cash  acquired  from  both 
sources. 

Due  from  Federal  Government— $8,622,400.54— Exhibit  "A": 

On  June  30,  1970,  $8,622,400.54  was  due  from  the  U.  S.  Bureau  of 
Public  Roads  which  was  their  share  of  participation  in  Federal  Aid  Con- 
struction projects  let  to  contract  that  had  been  earned  and  billed  by  the 
Highway  Commission. 

Other  Receivables— $352,449.63— Exhibit  "A": 

Other  Receivables  total  $352,449.63. 

A  Summary  of  these  accounts  receivable  showing  the  condition  of  the 
outstanding  balances  at  June  30,  1970,  is  as  follows: 


Age 


Less  than  30  days 
30— 180  days 
180  — 270  days 
270  —  360  days 
More  than  1  year 


Collections 

Through 

Amount 

July  31, 1970 

$        49,461.09 

95,887.15 

42,988.38 

9,832.18 

154,280.83 

$      352,449.63 

$      135,967.50 

From  the  above  summary  it  is  to  be  noted  that  of  the  total  outstand- 
ing balance  of  $352,449.63,  collection  of  $135,967.50  was  received  during 
the  month  of  July,  1970. 
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Federal  Aid  Allocations— $179,471,353.78— Exhibit  "A": 

This  balance  represents  Federal  Aid  apportionments  that  have  not 
been  let  to  contract  and  also  portions  of  apportionments  allocated  to 
projects  that  have  been  let  to  contract,  some  of  which  has  been  earned 
and  temporarily  suspended  and  some  of  which  has  not  been  earned  and 
not  yet  billed. 

Inventories— Stores— $3,809,636.43— Exhibit  "A" : 

In  Schedule  "1"  there  is  an  analysis  of  the  inventories  at  June  30,  1970, 
by  repair  parts  and  gasoline  and  oil,  The  Bridge  and  Landscape  De- 
partments' Material  and  Supplies  Inventory,  the  Quarry  and  Pipe  Plant 
Inventories   and   Inventory   Maintenance—Division   2. 

Completed  Parts— Equipment— $3,563,287.26— Exhibit  "A": 

This  item  represents  completed  parts  or  pieces  of  equipment  which 
have  not  been  identified  by  equipment  numbers,  and  resulted  primarily 
from  the  accrual  of  outstanding  purchase  orders  as  of  June  30,  1970. 

Inventory  In   Transit— $892,412.81— Exhibit   "A": 

The  item  of  $892,412.81  shown  as  "Inventory  in  Transit"  represents 
outstanding  purchases  of  inventories  accrued  at  June  30,  1970. 

Job  Orders  In  Progress— $12.37— Exhibit  "A": 

This  represents  charges  made  in  the  month  of  June,  1970,  to  Equip- 
ment Department  job  orders  distributable  to  Federal  Aid  Work  orders 
in  subsequent  month. 

Undistributed   Charges— $17,978.34— Exhibit  "A": 

This  represents  charges  made  to  job  orders  and  work  orders  unidenti- 
fiable as  of  June  30,  1970.  They  were  identified  and  properly  distributed 
during  the  month  of  July,  1970. 

Securities  and  Deposits  Held  for  Others— $400,000.00— Exhibit  "A": 

On  June  30,  1970,  the  North  Carolina  State  Highway  Commission  held 
in  its  safety  deposit  box  in  the  Wachovia  Bank  and  Trust  Company 
securities  totaling  $400,000.00  deposited  by  contractor  in  lieu  of  per- 
formance bonds  on  construction  projects. 

Advance  Acquisition  of  Right-of-Way— $2,752,973.61— Exhibit  "A": 

This  item  represents  investment  in  right-of-way  purchased  for  pro- 
posed highway  projects,  the  plans  for  which  may  not  be  developed  until 
some  time  in  the  future. 
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Accounts  Payable— $14,785,137.68— Exhibit   "A": 

On  June  30,  1970,  outstanding  purchase  commitments  from  unfilled 
purchase  orders,  purchases  of  gasoline  and  oil  for  which  invoices  had 
not  been  received,  were  accrued.  These  items  are  summarized  and  pre- 
sented together  with  life  insurance  premiums  below: 

Accrual  of  Unfilled  Purchase  Orders  $  1 4 ,  506 ,  265 . 4 1 

Accrual  of  Gasoline  and  Oil  Purchases  60, 166.59 
Accrual  of  Payment  on  Air  Condition  Contract — 

Division  4  Office  5,249.00 
Connecticut  General  Life  Insurance  Company — 

Group  Insurance  Premiums  213,456.68 


Allowances  for  Employee's  Vacation,   Sick  Leave,  Holidays,  and  Com- 
pensatory Leave— $6,627,993.53— Exhibit  "A": 

This  balance  represents  accruals  for  employees'  sick  leave,  annual 
leave,  holidays,  and  compensatory  leave  earned  in  excess  of  sick  leave, 
annual  leave,  holidays,  and  compensatory  leave  taken  since  November 
1,  1959.  On  November  1,  1959,  the  practice  of  recording  the  contingent 
liability  for  these  leave  accounts,  with  the  exception  of  compensatory 
leave,  as  they  apply  to  the  productive  labor  forces,  was  initated.  At  that 
time,  it  would  have  required  approximately  $5,381,371.00  to  record  on  the 
books  this  contingent  liability,  which  was  represented  by  451,694  days 
sick  leave,  reduced  to  an  experience  rate  of  55.7551  %  and  136,564  days 
annual  leave,  both  computed  at  an  average  salary  of  $3,630.00. 

Due  to  Equipment  Fund— $5,125,427.59— Exhibit  "A": 

This  amount  which  is  due  from  the  Current  Fund  to  the  Equipment 
Fund  for  use  of  equipment  on  a  rental  basis. 

Accrued   Payroll— $2,301,135.88— Exhibit  "A": 

This  amount  represents  the  accrual  of  gross  payroll  for  June  22,  23,  24, 
25,  26,  29,  and  30,  1970,  of  the  pay  period  which  ended  July  3,  1970. 

State  Withholding  Taxes— $71,041.83— Exhibit  "A": 

This  represents  payroll  deductions  for  the  last  pay  period  in  June, 
1970,  for  State  Withholding  Taxes  that  had  not  been  forwarded  to  the 
Department  of  Revenue. 

Employees'  Savings  Bond  Deductions — $38,189.00 — Exhibit  "A": 

This  represented  accumulated  payroll  deductions  for  Savings  Bond 
for  which  bonds  have  not  been  issued. 

Accrued  Taxes  Payable— $11,451.46— Exhibit  "A": 

This  represents  North  Carolina  Sales  and  Use  Tax  in  the  amount  of 
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$5,587.78   and   County   Sales  and   Use  Tax   in   the   amount   of  $5,863.68 
accrued  in  the  month  of  June,  1970. 

Special  Deposits— $457,47257— Exhibit  "A": 

$400,000.00  of  this  item  is  the  contra  to  the  item  of  Securities  Held  for 
Others  shown  under  Other  Assets  on  Exhibit  "A"  and  was  explained 
under  that  caption.  The  remaining  $57,472.57  represents  cash  deposits 
received  from  purchases  of  structures  on  right-of-way  in  lieu  of  per- 
formance bonds,  bid  bonds,  and  other  miscellaneous  deposits  and  are  to 
be  returned  to  the  depositors  upon  satisfactory  performance  or  removal 
of  such  structures  from  the  right-of-way. 

Accrued   Reserve    for  Workmen's    Compensation    and    Public  Liability 
Claims— $198,584.24— Exhibit  "A": 

This  consists  of  a  balance  of  $123,199.26  for  payment  of  Workmen's 
Compensation  claims,  and  $75,384.98  for  public  liability  claims. 

Deferred  Proceeds  from  Sale  of  Capital  Assets— $91,478.40— Exhibit  "A"': 

This  is  comprised  of  receipts  from  the  sale  of  the  following  Highway 
Commission  Real  properties  and  is  to  be  applied  in  the  future  to  capital 
improvements. 

Enrollees'  Advance   Payment  of  Life   Insurance   Premiums — $6,928.93 — 
Exhibit  "A": 

This  consists  of  advance  payments  of  Connecticut  General  Life  Insur- 
ance Company  premiums  on  group  permanent  life  insurance  by  retired 
employees  and  other  employees  temporily  off  the  payroll. 

Credit  Balance  In  Accounts  Receivable— $4,44.7.35— Exhibit  "A": 

Credit  balance  appearing  in  the  accounts  receivable  on  June  30,  1970, 
are  Receipts  from  Department  of  Water  and  Air  Resources. 

Encumbrance  Allotments— $247,323,867.67— Exhibit   "A": 

This  is  the  unexpended  portions  of  allotments  approved  by  the  Budget 
Division  of  the  Department  of  Administration  at  June  30,  1970. 

Reserves— $113,548,397.52— Exhibit  "A": 

Funds  reserved  at  June  30,  1970,  in  the  Current  Fund  are  listed  in  detail 
in  Schedule  "2". 

Unappropriated    Surplus — $7,310,767.19 — Exhibit    "A": 

An  analysis  of  the  changes  in  the  unappropriated  surplus  during  the 
fiscal  year  ended  June  30,  1970,  is  presented  below: 
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Balance  July  1,  1969 
Decreases: 

Transfers  to  Appropriations 
During  Fiscal  Year  1969-70 


Increases: 

From  Current  Year's  Operation: 

Unalloted  Appropriations  $      6,256,988.73 

Excess  of  Actual  Revenue  over 

Estimated  Revenue  12,430,873.02 


$     18,687,861.75 


Less:  Funds  Reserved  for  following: 

State  Aid  to  Municipalities        $  382,103.40 

Additional  Salary  Requirements  1,396,667.00 

Highway  Safety  Program  1,947,381.50 

Highway  Beautification  Program  25,613.03 
State  Funds  to  Match  Federal 

Aid  700,000.00 

Contingencies  317,000.00 
Employer's  Contribution — 

Retirement  System  100 ,  000 .  00 

Social  Security  100 ,  000 .  00 

Scenic  Highways  900,000.00 
State  Maintenance  and 

Construction — Primary 

System  5,500,000.00            11,368,764.93 


Net  Increase 


Balance  June  30, 1970  $      7,509,569.01 


On  July  1,  1969,  there  was  a  balance  of  $7,310,767.19  in  Unappropriated 
Surplus  from  which  transfers  to  appropriations  amounted  to  $7,120,295.00 
were  processed  during  the  fiscal  year  1969-70,  leaving  a  balance  of 
$190,472.19.  It  will  be  noted  from  the  above  analysis  that  this  balance 
has  been  increased  by  $6,256,988.73  representing  Unallotted  Appropri- 
ations, and  by  $12,430,873.02  representing  an  excess  of  Actual  Revenue 
over  Estimated  Revenue,  which  totals  $18,687,861.75,  from  which 
$11,368,764.93  has  been  reserved  for  operations  during  the  fiscal  year 
1970-71,  leaving  a  net  increase  of  $7,319,096.82.  This,  when  added  to  the 
unappropriated  balance  of  $190,472.19,  results  in  a  balance  of  $7,509,569.01 
at  June  30,  1970. 

Revenue— Exhibit  "B": 

State  Revenue  collections  for  the  Current  Fund  were  estimated  at 
$267,857,500.00  for  the  fiscal  year  ended  June  30,  1970.  Actual  collections 
amounted  to  $280,288,373.02,  resulting  in  the  collection  of  $12,430,873.02 
in  excess  of  the  estimated  amount.  Actual  revenue  collections  for  the 
fiscal  year  were  approximately  4.4%  above  the  estimate. 

Federal  revenue  estimates  are  based  on  approtionments  by  the  Federal 
Government  of  Federal  Aid  Funds  for  participation  in  construction. 
These  estimates  were  revised  throughout  the  year  as  changes  in  the 
apportionments   were    received.    Exhibit    "B"    shows    the   net    federal 
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apportionments  made  during  the  year.  Actual  federal  revenue  collec- 
tions are  accrued  as  apportionments  are  made  by  the  Federal  Govern- 
ment. The  total  amount  of  federal  funds  available  for  allotment  during 
the  year  was  $147,888,816.32,  allotments  amounted  to  $76,244,005.00,  and 
the  balance  of  federal  funds  available  for  allotments  on  June  30,  1970, 
was  $71,644,811.32.  Total  revenue  collections  against  these  Federal  Aid 
apportionments  of  funds  amounted  to  $91,268,874.38  as  shown  in  Exhibit 
"B". 


DEBT  SERVICE  FUND— SECONDARY    ROAD  BONDS 

All  payments  for  reduction  of  the  bonded  indebtedness  for  secondary 
road  bonds  authorized  and  issued  under  Chapter  1250,  Session  Laws 
1949,  were  recorded  through  the  Debt  Service  Fund — Secondary  Road 
Bonds.  The  transactions  in  this  fund  during  the  fiscal  year  ended  June 
30,  1970,  were  as  follows: 

Cash  on  Hand  July  1,1969  $    12,386,250.00 

Less  Expenditures: 

Retirement  of  Bonds  $    12,200,000.00 

Interest  on  Bonds  186,250.00 


Total  Expenditures— Exhibit  "C"  $    12,386,250.00 

Cash  on  Hand  June  30,  1970— Exhibit  "A"  -0- 


DEBT  SERVICE  FUND— HIGHWAY  CONSTRUCTION  BONDS  OF  1965 

All  Receipts  and  expenditures  for  reduction  of  the  bonded  indebted- 
ness for  Highway  Construction  Bonds  of  1965  as  authorized  and  issued 
under  Chapter  46,  Session  Laws  of  1965,  were  recorded  through  this 
Fund. 

The  transaction  in  this  Fund  during  the  fiscal  year  ended  June  30, 
1970,  were  as  follows: 

Cash  on  Hand  July  1,  1969  $    16,636,373.34 

Revenue  Collections  During  Fiscal  Year 

1969-70  —  Exhibit  "B"  24,763,829.29 


Total  Available  $    41,400,202.63 

Less  Expenditures: 

Retirement  of  Bonds  $     12,000,000.00 

Interest  on  Bonds  $      5 ,  075 ,  750 .  00 

Interest  on  Bond  Anticipation  Notes        4 ,  607 ,  816 .  80 
Redemption  of  Bond  Anticipation 

Notes  5,000,000.00 


Total  Expenditures  —  Exhibit  "C" 
Cash  on  Hand  June  30,  1970 
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NORTH  CAROLINA  STATE  HIGHWAY  COMMISSION 

RALEIGH,  NORTH  CAROLINA 

BALANCE  SHEET 

June  30,  1970 


CURRENT  FUND 


EXHIBIT  "A" 


Cash: 

$          20,800.00 

183,624,673.06 

1,500,000.00 

$185,145,473.06 

Accounts  Receivable: 

23,700.12 

678,847.78 

15,000.00 

81,800.00 

5,823,447.62 

6,450,529.31 

8,622,400.54 

352,449.63 

22,048,175.00 

FEDERAL  AID  ALLOCATIONS— (Schedule  "4") 

3,809,636.43 

3,563,287.26 

892,412.81 

12.37 

179,471,353.78 

INVENTORIES: 

8,265,348.87 

Other  Debts: 

17,978.34 

400,000.00 

2,752,793.61 

3,170,771.95 

$398,101,122.66 

NOTE:  Attention  is  called  to  the  outstanding  Contractors'  Claims  in  the  amount  of  $1,625,277.36  as  of  June  30,  1970, 
for  which  the  North  Carolina  State  Highway  Commission  is  contingently  liable.  These  contingent  claims 
are  not  presented  in  the  above  Balance  Sheet  and  most  are  pending  in  Court. 

LIABILITIES,  ENCUMBRANCES,  RESERVES,  AND  SURPLUS 


Liabilities: 

Accounts  Payable 

Allowance  for  Employees'  Vacation,  Sick  Leave, 

Holidays,  and  Compensatory  Leave 

Due  to  Equipment  Fund 

Accrued  Payroll 

State  Withholding  Taxes 

Employees'  Savings  Bond  Deductions 

Accrued  Taxes  Payable 

Other  Credits: 
Special  Deposits 

Accrued  Reserves  for  Workmen's  Compensation  and 
Public  Liability  Claims 

Deferred  Proceeds  from  Sale  of  Capital  Assets 

Enrollees'  Advance  Payment  of  Life  Insurance  Premiums. 
Credit  Balances  in  Accounts  Receivable  (Schedule  "-6")-- 


6,627,993.53 

5,125,427.59 

2,301,135.88 

71,041.83 

38,189.00 

11,451.46 


457,472.57 

198,584.24 
91,478.40 
6,928.93 
4,447.35 
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EXHIBIT  "A"  Continued 


LIABILITIES,  ENCUMBRANCES,  RESERVES,  AND  SURPLUS  (Continued) 


$  7,310,767.19 
7,120,295.00 

113,548,397.52 
7,509,569.01 

247,323,867.67 

Reserves  and  Surplus: 

Unappropriated  Surplus: 
Balance  July  1,  1969    - 

Less:  Transfer  to  Appropriations 

190,472.19 
7,319,096.82 

Balance  June  30,  1970.  - 

121,057,966.53 

Total  Liabilities,  Encumbrances,  Reserves  and  Surplus 

$398,101,122.66 

DEBT  SERVICE  FUND 
SECONDARY  ROAD  BONDS 

ASSETS 
Cash  on  Deposit  —  State  Treasurer $  -0- 

Total  Assets. $  -0- 

FUNDED  RESERVE 

Funded  Reserve  for  Debt  Service — Secondary  Road  Bonds $  -0- 

Total  Funded  Reserve $  -0- 

DEBT  SERVICE  FUND 
HIGHWAY  CONSTRUCTION  BONDS  OF  1965 

ASSETS 
Cash  on  Deposit— State  Treasurer $  14,716,635.83 

Total  Assets $  14,716,635.83 

FUNDED  RESERVE 
Funded  Reserve  for  Debt  Service— Highway  Construction  Bonds  of  1965 $  14,716,635.83 

Total  Funded  Reserve $  14,716,635.83 


172 


NORTH  CAROLINA  STATE  HIGHWAY  COMMISSION 
RALEIGH,  NORTH  CAROLINA 

STATEMENT  OF  REVENUE 
Fiscal  Year  Ended  June  30,  1970 


EXHIBIT  "B" 


Current  Fund: 
State  Retinue: 
Motor  Vehicle  Revenue: 

Automobile  Licenses .,. 

Truck  Licenses *--„, 

For  Hire  Licenses. ...... -. 

Motorcycle  Licenses 

Bus  and  Franchise  Taxes „ 

Gasoline  Tax  —  8jf 

Gasoline  Tax  Refunds  to  Highway  Comm 

Gasoline  Inspection  Fees 

Title  Fees. 

Penalties 

Highway  Usage  Registration  Fees 

Certificate  Fees 

Interest  on  Drafts 

M  iscellaneous 

Total  Motor  Vehicle  Revenue 

Other  Revenue: 

Personalized  Registration  Plates 

Interest  on  Funds  Invested  by  Treasurer 

Miscellaneous  Income 

Total  Other  Revenue 

TOTAL  STATE  REVENUE _. 

Participation  Revenue: 
Federal  Aid  Participation  HPS/HPR/PR: 

Primary 

Secondary 

Urban 

Interstate 

Highway  Planning  Research 

Rural  Primary— PR 

Rural  Secondary— PR 

TOPICS— Urban  Area-PR.... 

Total  Federal  Aid  Participation— HPS/HPR/PR 

Federal  Aid  Participation— Construction: 

Primary 

Secondary 

Urban 

Interstate 

Forestry.."! 

Emergency  Relief 

Appalachian  Program 

Outdoor  Advertising  Control 


189,662.23 
278,266.52 
804,550.47 
210,516.86 
434,705.86 
751,472.91 
209,153.94 
088,090.64 
993,150.48 
879,559.09 
194,090.75 
1,500.10 
24,075.28 


$267,058,795.13 


25,613.03 

13,201,633.15 

2,331.71 


1280,288,373.02 


58,013.00 
51,688.00 
17,944.00 

1,201,696.38 
8,836.00 
7,871.00 
13,050.00 


$     1,359,098.38 


$  11,370,715.00 

10,130,970.00 

3,517,029.00 

50,311,436.00 

190,384.00 

8,691,000.00 
(  40,287.00) 
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EXHIBIT  "B"  Continued 


Junkyard  Control 

Landscaping  and  Scenic  Enhancement 

Rural  Primary 

Rural  Secondary 

TOPICS— Urban  Area 

Advance  Acquisition  of  Right-of-Way 

Total  Federal  Aid  Participation — Construction 

Total  Federal  Aid  Participation 

Property  Owners'  Participation: 
State  Maintenance  and  Construction: 

Primary  System 

Secondary  System 

Urban  System 

Public  Service  Roads 

Federal  Aid  Construction 

Total  Property  Owners'  Participation 

Cities  and  Towns  Participation: 
State  Maintenance  and  Construction: 

Primary  System 

Urban  System 

Federal  Aid  HPS/HPE  /PR 

Federal  Aid  Construction 

Total  Cities  and  Towns  Participation 

Total  Participation  Revenue 

Total  Current  Fund  Revenue. 

Debt  Service  Fund — Gasoline  Tax 

TOTAL  REVENUE 


Actual 


9,995.00) 

84,919.00) 

1,731,870.00 

1,542,904.00 

2,557,840.00 

829.00 


$  89,909,776.00 


$  91,268,874.38 


$     -0- 

407,823.45 
62.50) 
258,958.16 
62,086.27 


728,805.38 


$     5,572.25 

1,886,941.55 

39,845.00 

140,856.59 


$  2,073,215.39 


$  94,070,895.15 


$374,359,268.17 


$  24,763,829.29 


$399,123,097.46 
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NORTH  CAROLINA  STATE 

RALEIGH, 

STATEMENT  OF  APPROPRIATIONS,  APPORTIONMENTS, 

Fiscal  Year  Ended 


Unexpended 

Allotments 

6-30-69 

Appropriations 
Apportionments 

and 
Participations 

Allotments 

Current  Fund: 
Current  Accounts: 
Non-Highway  Departments: 

$            -0- 

S  24,368,440.00 
508,059.00 

2,796,074.00 
241,406.00 

2,625,633.61 

$  22,957,508.68 

482,555.00 

2,796,074.00 

226,560.07 

678,252.11 

$           -0- 

$  30,539,612.61 

$  27,140,949.86 

Highway  Commission: 

$           -0- 

$    3,964,261.00 

8,657,837.00 

317,907.00 

6,048,909.00 

3,401,564.00 

535,087.00 

1,009,237.00 

$    3,641,564.83 

8,024,001.75 

Employer's  Contribution  to: 

6,012,110.25 

3,398,799.19 

Legislative  Salary  Increases — Salary  Adjustments 

$           -0- 

$  23,934,802.00 

$  21,076,476.02 

$           -0- 

$  54,474,414.61 

$  48,217,425.88 

Encumbrance  Accounts: 
Non-Highway  Departments: 

$        103,116.47 

S  11,233,714.68 

$  11,233,714.68 

$        103,116.47 

$  11,233,714.68 

$  11,233,714.68 

Highway  Commission: 
State  Maintenance  and  Construction: 
Primary  System: 

$           -0- 

$  58,458,657.00 
5,572.25 

$  58,458,657.00 

5,572.25 

$  22,264,244.23 

$  58,464,229.25 

$  58,464,229.25 

Secondary  System: 

$            -0- 

$  87,098,568.00 
407,823.45 

$  87,098,568.00 

407,823.45 

$  24,168,904.77 

$  87,506,391.45 

$  87,506,391.45 

Urban  System: 

$           -0- 

$  18,149,154.00 

1,886,941.55 
(                 62.50) 

%  18,149,154.00 

Participation  by: 

1,886,941.55 

Property  Owners 

(                 62.50) 
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HIGHWAY  COMMISSION 

NORTH  CAROLINA 

PARTICIPATIONS,  ALLOTMENTS,  AND  EXPENDITURES 

June  30,  1970  EXHIBIT  <4C" 


Expenditures 

Unallotted 
Appropriations 

Unexpended 
Appropriations 

Gross 

Receipts 

Net 

Unexpended 
Allotments 

$    30,759,689.05 
482,555.00 

2,796,074.00 
226,560.07 

1,728,610.00 

$    7,802,180.37 
1,050,357.89 

$    22,957,508.68 

482,555.00 

2,796,074.00 

226,560.07 

678,252.11 

S      1,430,931.32 
25,504.00 

14,845.93 
1,947,381.50 

$      1,410,931.32 
25,504.00 

14,845.93 
1,947,381.50 

$           -0- 

$    35,993,488.12 

$    8,852,538.26 

$    27,140,949.86 

$      3,398,662.75 

$      3,398,662.75 

$             -0- 

$      3,687,154.28 
8,048,192.38 

6,012,110.25 
3,398,799.19 

1          45,589.45 
24,190.63 

S      3,641,564.83 
8,024,001.75 

6,012,110.25 
3,398,799.19 

$          322,696.17 
633,835.25 
317,907.00 

36,798.75 

2,764.81 

535,087.00 

1,009,237.00 

$          322,696.17 
633,835.25 
317,907.00 

36,798.75 

2,764.81 

535,087.00 

1,009,237.00 

$            -0- 

$    21,146,256.10 

$          69,780.08 

S    21,076,476.02 

$      2,858,325.98 

$      2,858,325.98 

$            -0- 

8    57,139,744.22 

$     8,922,318.34 

%    48,217,425.88 

$      6,256,988.73 

$      6,256,988.73 

$    11,232,098.33 

$            -0- 

$     11,232,098.33 

$             -0- 

$          104,732.82 

$          104,732.82 

$    11,232,098.33 

$            -0- 

$     11,232,098.33 

$             -0- 

$          104,732.82 

$          104,732.8? 

$             -0- 
42,014,560.30 

S           -0- 

496,205.73 

$             -0- 
41,518,354.57 

$             -0- 

$             -0- 

-0- 

$    42,014,560.30 

$        496,205.73 

$    41,518,354.57 

$           -0- 

$    39,210, 118.91 

$    39,210,118.91 

$            -0- 
73,959,272.86 

$            -0- 

470,182.75 

$            -0- 

73,489,090.11 

$             -0- 

$             -0- 

$             -0- 

$    73,959,272.86 

$        470,182.75 

I    73,489,090.11 

$          -o- 

S    38,186,206.11 

$    38,186,206.11 

$             -0- 

$            -0- 

&             -0- 

$            -0- 

8             -0- 

I             -0- 
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EXHIBIT  "C 


Unexpended 

Allotments 

6-30-69 

Appropriations 
Apportionments 

and 
Participations 

Allotments 

$            -0- 

$            -0- 

$             0 

$  20,229,573.96 

$  20,036,033.05 

$  20  036  033  05 

Public  Service  Roads: 

$            -0- 

$     1,631,142.00 
258,958.16 

$     1,631,142.00 

258,958.16 

Total  Public  Service  Roads 

$    2,783,889.29 

$     1,890,100.16 

$     1,890,100.16 

Total  State  Maintenance  and  Construction 

$  69,446,612.25 

$167,896,753.91 

$167,896,753.91 

HPS/HPR/PR— Federal  Aid: 

$        214,864.07 

$            -0- 

1,429,051.00 

1,550,836.78 

39,845.00 

$           -0- 

Apportionments: 

1,471,794.00 

39,845.00 

Total  Federal  Aid— HPS/HPR/PR      

$        214,864.07 

$    3,019,732.78 

$    1,511, 639. CO 

$            -0- 

$     1,137,561.80 

$        772,261.00 

Total  HPS/HPR/PR— Federal  Aid 

$        214,864,07 

$    4,157,294.58 

$    2,283,900.00 

Highway  Construction— Federal  Aid: 

$123,753,436.90 

$         -o- 

53,486,094.00 

125,835.00 

91,296,999.54 

140,856.59 
62,086.27 

$           -0- 

Apportionments: 

74,772,211.00 

Participation  by: 

140,856.59 

62,086.27 

$123,753,436.90 

$145,111,871.40 

$  74,975,153.86 

$            -0- 

$  58,106,825.06 

$  35,307,644.51 

$123,753,436.90 

$203,218,696.46 

$110,282,798.37 

Capital  Improvements: 
1961-63  Biennium: 

8,300.00 

7,979.31 

Total  1961-63  Biennium                 

($          1,277.48) 

$            8,300.00 

$            7,979.31 

1963-65  Biennium: 

$            -0- 

$        156,174.20 

$        151,077.54 

Total  1963-65  Biennium 

$        100,550.08 

$        156,174.20 

$        151,077.54 
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Continued 


Expenditures 

Unallotted 
Appropriations 

Unexpended 
Appropriations 

dross 

Receipts 

Net 

Unexpended 
Allotments 

$    12,036,357.44 

$            3,873.14 

$     12,032,484.30 

S              -0- 

$             -0- 

$             -0- 

$    12,036,357.44 

$            3,873.14 

$     12,032,484.30 

$             -0- 

$    28,233,122.71 

$    28,233,122.71 

$            -0- 
3,107,159.30 

$           -0- 

13,355.66 

$             -0- 

3,093,803.64 

$             -0- 

$             -0- 

$             -0- 

$     3,107,159.30 

$          13,355.66 

$      3,093,803.64 

$             -0- 

$      1,580,185.81 

$      1,580,185.81 

S  131,117,349.90 

$        983,617.28 

$  130,133,732.62 

$            -0- 

$  107,209,633.54 

$  107,209,633.54 

$             -0- 

1,816,793.20 

$           -0- 

$             -0- 

1,816,793.20 

$             -0- 

1,429,051.00 
79,042.78 

%            -0- 

$             -0- 

$      1,816,793.20 

$           -0- 

$      1,816,793.20 

$      1,508,093.78 

$      2,555,365.45 

$          681,970.87 

$             -0- 

$           -0- 

$             -0- 

$          365,300.80 

$             -0- 

$             -0- 

$      1,816,793.20 

$           -0- 

$      1,816,793.20 

S      1,873,394.58 

$      2,555,365.45 

$         681,970.87 

$             -0- 
95,941,704.07 

$           -0- 

1,039.90 

$             -0- 
95,940,664.17 

$             -0- 

53,486,094.00 

125,835.00 

16,524,788.54 

$             -0- 

$           -0- 

$    95,941,704.07 

$            1,039.90 

$    95,940,664.17 

8    70,136,717.54 

8231,031,469.19 

$  138,095,571.10 

$             -0- 

$           -0- 

$             -0- 

8    22,799,180.55 

$             -0- 

$             -0- 

$    95,941,704.07 

S            1,039.90 

1    95,940,664.17 

%    92,935,898.09 

$  231,031,469.19 

$  138,095,571.10 

$             -0- 

S           -0- 

I             -0- 

I                 320.69 

$             -0- 

$             -0- 

$             -0- 

J            -0- 

l             -0- 

i                 320.69 

$             7,022.52 

$             6,701.83 

$             -0- 

220,465.76 

$           -0- 

f             -0- 

220,465.76 

I             5,096.66 

J             -0- 

$             -0- 

$         220,465.76 

1         -o- 

\          220,465.76 

i             5,096.66 

S           36,258.52 

$           31,161.86 
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EXHIBIT  "G" 


Unbended 

Allotments 

6-30-69 

Appropriations 
Apportionments 

and 
Participations 

Allotments 

1965-67  Biennium: 

$           -0- 

($        28,807.32) 

($        30,668.67) 

Total  1965-67  Biennium 

S        144,982.80 

($        28,807.32) 

($        30,668.67) 

1967-69  Biennium: 

$           -0- 

$        942,628.20 

$        884,034.58 

Total  1967-69  Biennium 

$        766,152.43 

$        942,628.20 

$        884,034.58 

1969-71  Biennium: 

$           -0- 

I    1,080,000.00 

$        977,276.25 

Total  1969-71  Biennium .,_.._ 

S           -0- 

$     1,080,000.00 

$        977,276.25 

$     1,010,407.83 

$    2,158,295.08 

$     1,989,699.01 

$194,528,437.52 

$388;664;7l4:7l 

§293,1)86,865.97 

Total  Current  Fund ...»»*»*« 

1114, 528, 437.52 

$443,139,169.32 

$341,904,291.85 

Debt  Service  Funds: 
Retirement  of  Secondary  Road  Bonds 

$           -0- 

$  12,200,000.00 
188,280.00 

4,607,817.00 
13,000, '000. 00 
5,407,000.00 

5,000,000.00 

$  12,200,000=00 

Interest  on  Secondary  Road  Bonds _ 

186,250.00 

Interest  on  Bond  Anticipation  Notes- 
Highway  Bond  Act  of  1965. ._'  -                        - 

4,607,816.80 

Retirement  of  Bonds— Highway  Bond  Act  of  1965 ... 

Interest  on  Bonds— Highway  Bond  Act  of  1965 ..«.*» 

Redemption  of  Bond  Anticipation  Notes — 
Highway  Bond  Act  of  1965-.- _^««..« 

12,000,000.00 
5,075,750.00 

5,000,000.00 

$            -0- 

$  40,401,067.00 

$  39,069,816.80 

Grand  Totals ..  . 

$194,528,437.52 

$483,540,236.32' 

1380  974,108.65 

SUMMARY 
Non-Highway  Departments: 
Current  Accounts 

$            -0= 

103,116.47 

$  30,539,612.81 
11,233,714.68 

i  27  140,949.86 

Encumbrance  Accounts   .. 

11,233,714.68 

$        103,116.47 

$  41,773,327.29 

$  38,374,664.54 

Highway  Commission: 

Total  Current  Accounts— Highway  Commission 

Total  State  Maintenance  and  Construction ., 

Total  HPS/HPR/PR— Federal  Aid 

$            -0- 

69,446,612.25 

214,864.07 

123,753,436.90 

1,010,407.83 

$  23,934,802.00 
167,896,753.91 

4,157,294.58 
203,218,696.46 

2,158,296.08 

$  21,076,476.02 

167,896,753.91 

2  283  900.00 

Total  Highway  Construction— Federal  Aid..     .... 

110,282,798  37 

Total  Capital  Improvements 

1,989,699.01 

Total  Highway  Commission ..     .. 

$194,425,321.05 

1401,365,842.03 

$303,529,627.31 

Total  Debt  Service  Funds  .   . 

$           -0- 

$  40,401,067.00 

$  39,069,816.80 

Grand  Totals 

$194,528,437.52 

$483,540,236.32 

$380,974,108.65 
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Continued 


Expenditures 

Unallotted 
Appropriations 

Unexpended 
Appropriations 

Gross 

Receipts 

Net 

Unexpended 
Allotments 

S            -0- 

73,444.11 

8           -0- 

$             -0- 

73,444.11 

$              1,861.35 

$             -0- 

$             -0- 

$          73,444.11 

1           -0- 

$            73,444.11 

$              1,861.35 

$            42,731.37 

$            40,870.02 

$            -0- 

1,145,843.56 

$           -#- 

$             -0- 

1,145,843.56 

$            58,593.62 

$             -0- 

$             -0- 

$      1,145,843.56 

$           -0- 

$      1,145,843.56 

$           58,593.62 

$          562,937.07 

$          504,343.45 

8            *0- 

328,394-07 

$           -0- 

$           -0- 

328,394.07 

$          102,723.75 

$             -0- 

$             -0- 

$         328,394.07 

$           -0- 

$          328,394.07 

$          102,723.75 

$          751,605.93 

$          648,882.18 

$      1,768,147.50 

$           -0- 

$      1,768,147.50 

$          168,596.07 

$       1,400,555.41 

$      1,231,959.34 

$24 1,876, 093, 00 

$        984,657.18 

$  240,891,435.82 

$    94,977,888.74 

$  342,301,756.41 

$  247,323,867.67 

$299,015,837.22 

$    9,906,975.52 

$  289,108,861.70 

$  101,234,877.47 

$  348,558,745.14 

$  247,323,867.67 

$    12,200,000.00 
186,250.00 

4,607,816.80 
12,000,000.00 
5,075,750.00 

5,000,000.00 

$           -0- 

$     12,200,000.00 
186,250.00 

4,607,816.80 
12,000,000.00 
5,075,750.00 

5,000,000.00 

$              -0- 

.20 

1,000,000.00 

331,250.00 

$             -0- 

.20 

1,000,000.00 

331,250.00 

$             -0- 

$    39,069,816.80 

$            -0- 

$    39,069,816.80 

$      1,331,250.20 

$       1,331,250.20 

$            -0- 

$338,085,654.02 

$    9,906,975.52 

$  328,178,678.50 

$  102,566,127.67 

$  349,889,995.34 

$  247,323,867.67 

$    35,993,488.12 
11,232,098.33 

$     8,852,586.26 

$    27,140,949.86 
11,232,098.33 

$      3,398,662.75 

$      3,398,662.75 
104,732.82 

$             -0- 

104,732.82 

$    47,225,586.45 

$    8,852,538.26 

$     38,373,048.19 

$      3,398,662.75 

$      3,503,395.57 

$          104,732.82 

$    21,146,256.10 

131,117,349.90 

1,816,793.20 

95,941,704.07 

1,768,147.50 

$          69,780.08 
983,617.28 

1,039.90 

$     21,076,476.02 

130,133,732.62 

1,816,793.20 

95,940,664.17 

1,768,147.50 

$      2,858,325.98 

1,873,394.58 

92,935,898.09 

168,596.07 

$      2,858,325.98 

107,209,633.54 

2,555,365.45 

231,031,469.19 

1,400,555.41 

$             -0- 

107,209,633.54 

681,970.87 

138,095,571.10 

1,231,959.34 

$251,790,250.77 

$     1,054,437.26 

$  250,735,813.51 

$    97,836,214.72 

$  345,055,349.57 

$  247,219,134.85 

$    39,069,816.80 

$            -0- 

$    39,069,816.80 

$      1,331,250.20 

$       1,331,250.20 

$             -0- 

$338,085,654.02 

$    9,906,975.52 

$  328,178,678.50 

$  102,566,127.67 

$  349,889,995.34 

$  247,323,867.67 
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NORTH  CAROLINA  STATE  HIGHWAY  COMMISSION 

RALEIGH,  NORTH  CAROLINA 

INVENTORY— STORES 

June  30,  1970 


SCHEDULE  "1" 


Equipment  Department: 

Repair  Papers 

Gas  and  Oil 

Bridge  Maintenance  Inventory 

Landscape  Department  Inventory. 
Quarry  and  Pipe  Plant  Inventory . 
Maintenance  —  Division  Two 

Total  to  Exhibit  "A" 


3,132,960.95 
304,706.89 
173,237.57 
146,072.54 
40,306.48 
12,352.00 


$  3,809,636.43 


NORTH  CAROLINA  STATE  HIGHWAY  COMMISSION 

RALEIGH,  NORTH  CAROLINA 

RESERVES 

June  30,  1970 

SCHEDULE 


<2" 


Federal  Participation  —  HPS/HPR/PR 

Federal  Participation  —  Construction 

State  Funds  to  Match  Federal  Participation  —  HPS/HPR/PR.. 

State  Funds  to  Match  Federal  Participation  —  Construction 

State  Aid  to  Municipalities 

Capital  Improvements 

Additional  Salary  Requirements 

Highway  Safety  Program 

Highway  Beautification  Program 

Contingencies 

Empoyer's  Contribution  —  Retirement  System 

Employer's  Contribution  —  Social  Security 

Scenic  Highways 

State  Maintenance  and  Construction  —  Primary  System 

Appropriations  i  n  Excess  of  Estimated  Reven  ue 


Total  to  Exhibit  "A". 


,508,093.78 
,136,717.54 
365,300.80 
,499,180.55 
382,103.40 
168,596.07 
,396,667.00 
947,381.50 
63,169.88 
317,000.00 
100,000.00 
100,000.00 
900,000.00 
500,000.00 
164,187.00 


$113,548,397.52 
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NORTH  CAROLINA   STATE  HIGHWAY  COMMISSION 

RALEIGH,    NORTH    CAROLINA 

SEPTEMBER  30,  1970 

STATE  HIGHWAY  BOND  FUND 

The  State  Highway  Bond  Fund  was  established  for  the  purpose  of 
accounting  for  expenditures  under  the  "State  Highway  Bond  Act  of 
1965."  This  Act,  which  is  set  forth  in  Chapter  46  of  the  1965  Session 
Laws,  was  enacted  by  the  1965  General  Assembly  authorizing  the  State 
Treasurer  to  issue  and  sell  bonds  of  the  State  to  be  designated  "State  of 
North  Carolina  Highway  Bonds"  in  an  aggregate  principal  amount  not 
to  exceed  $300,000,000.  The  Act  appropriated  the  proceeds  of  the  sale  of 
these  bonds  to  the  State  Highway  Commission  exclusively  for  the  pur- 
pose of  constructing,  improving  or  relocating  roads,  bridges,  tunnels, 
and  other  highway  facilities  constituting  at  the  time  of  such  construc- 
tion, improvement  or  relocation,  a  part  of  the  State  Highway  System. 
The  Act,  which  was  subject  to  a  vote  of  the  people  of  the  State,  was 
approved  by  a  majority  of  the  qualified  voters  of  the  State  of  North 
Carolina  at  a  special  election  held  on  November  2,  1965. 

At  June  30,  1970  bonds  totaling  $180,000,000  had  been  issued,  and  of 
this  principal  amount  $42,000,000  of  the  bonds  had  become  due  and  had 
been  redeemed.  These  transactions  were  handled  through  the  Debt 
Service  Fund — Highway  Construction  Bonds  of  1965,  the  details  of  which 
have  been  set  forth  on  pages  18,  19  and  20  of  the  first  section  of  this 
report. 

All  construction  or  improvement  in  Highway  facilities  performed 
under  the  Bond  Program  has  been  financed  by  the  use  of  cash  from  the 
Highway  Current  Fund,  and  the  Current  Fund  has  been  reimbursed 
monthly  from  the  Bond  Fund  from  cash  borrowed  by  the  issuance  of 
bond  anticipation  notes,  from  the  proceeds  of  the  sale  of  bonds,  or  from 
cash  acquired  from  both  sources. 

The  financial  condition  of  this  fund  at  June  30,  1970,  and  the  result  of 
operations  under  the  Bond   Program    for    the    period    extending  from 
July  1,  1965,    through  June   30,    1970,   are  presented   in   the   following 
comments  and  attached  Exhibits  "A"  and  "B". 
Cash    on   Deposit— State   Treasurer— $67,604,222.79— Exhibit    "A": 

On  June  30,  1970,  the  balance  of  cash  deposited  with  the  State  Treas- 
urer, which  was  obtained  from  the  sale  of  bonds  and  bond  anticipation 
notes,  amounted  to  $67,604,222.79. 

Bond  Authorized  $300,000,000— Exhibit  "A": 
Bonds  Issued  $180,000,000— Exhibit  "A": 
Notes  Issued  $5,000,000— Exhibit  "A": 
Bonds  Authorized  and  Unissued  $115,000,000— Exhibit  "A": 

Bonds  totaling  $180,000,000  had  been  issued  on  June  30,  1970.  These 
bonds  were  issued  in  three  installments  of  $60,000,000  each.  The  first 
installment  was  issued  February  1,  1967,  the  second  on  August  1,  1967, 
and  the  third  on  August  1,  1968.  Of  the  $60,000,000  Bond  Anticipation 
Notes  issued  January  1,   1968,  $5,000,000.00  were  redeemed  on  July  31, 
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1969.  It  is  the  State  Treasurer's  intention  that  bonds  will  not  be  issued 
for  this  amount.  There  remains  only  $115,000,000  bonds  authorized  and 
unissued. 

Due  to  Current  Fund— $6,450,529.31— Exhibit  "A": 

This  item  results  from  expenditures  made  from  the  Current  Fund  cash 
during  the  month  of  June,  1970,  on  the  construction  program  being  car- 
ried out  under  the  State  Highway  Bond  Act  of  1965.  The  Current  Fund 
is  reimbursed  on  a  monthly  basis  from  the  Bond  Fund  with  cash  bor- 
rowed by  the  issuance  bond  of  anticipation  notes,  from  the  proceeds  of 
the  sale  of  bonds,  or  from  cash  acquired  from  both  sources. 

Bond  Anticipation  Notes  Payable— $115,000,000— Exhibit  "A": 

This  is  represented  by  outstanding  notes  issued  by  the  State  Treasurer 
on  July  30,  1969,  for  $55,000,000  and  February  12,  1970,  for  $60,000,000, 
borrowed  in  anticipation  of  the  sale  of  bonds  as  provided  by  the  State 
Highway  Bond  Act  of  1965. 

Unallotted  Reserves— $21,076,675.45— Exhibit  "A": 

The  Act  authorized  the  issuance  of  bonds  in  an  aggregate  principal 
amount  not  to  exceed  $300,000,000  which  has  been  increased  by 
$149,216.04  resulting  from  agreements  by  cities  and  towns  and  other 
property  owners  to  participate  in  the  cost  of  construction  and  improve- 
ment under  the  bond  program  in  that  amount  at  June  30,  1970.  Of  this 
total  amount  of  $300,149,216.04  to  become  available,  $279,072,540.59  had 
been  allotted  to  specific  work  orders  at  June  30,  1970,  leaving  an  un- 
allotted balance  of  $21,076,675.45  as  shown  in  Exhibit  "A". 

Unexpended  Allotments— $40,077,018.03— Exhibit  "A": 

Of  the  $279,072,540.59  which  had  been  allotted  for  specific  jobs  or 
work  orders  at  June  30,  1970,  expenditures  of  $238,995,522.56  had  been 
charged  against  these  allottments  leaving  a  balance  of  $40,077,018.03. 

General 

By  reference  to  Exhibit  ''A",  it  will  be  noted  that  the  balance  of  un- 
allotted reserves  of  $21,076,675.45  and  the  unexpended  allottments  total- 
ing $40,077,018.03  leaves  a  balance  of  $61,153,693.48  at  June  30,  1970,  to 
be  spent  on  the  Bond  Program.  It  is  to  be  noted  that  of  the  expendi- 
tures of  $238,995,522.56,  work  having  a  total  cost  of  $98,628,033.54  had 
been  completed  at  the  end  of  the  Fiscal  Year  1969-70  on  the  systems  as 
follows: 

Primary  System ..$  25,103,237.14 

Secondary  System 54,734,832.32 

Urban  System 18,789,964.08 

$  98,628,033.54 
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NORTH  CAROLINA  STATE  HIGHWAY  COMMISSION 

RALEIGH,  NORTH  CAROLINA 

BALANCE  SHEET 

June  30,  1970 

EXHIBIT  "A" 


Cash: 

$180,000,000.00 
5,000,000.00 

$300,000,000.00 
185,000,000.00 

$  67,604,222.79 

Bonds: 

115,000,000.00 

$182, 604, 222. '.9 

LIABILITIES  AND  RESERVES 


LIABILITIES: 

$         51,023.76 
98,192.28 

$300,000,000.00 
149,216.04 

$    6,450,529.31 
115,000,000.00 

Bond  Anticipation  Notes  Payable 

$121,450,529.31 

Reserves: 
Unalloted  Reserves: 
Reserve  for  Expenditures  — 

21,076,675.45 
40,077,018.03 

Reserve  for  Expenditures — 
Participation  by  Others: 
Cities  and  Towns 

Total 

$235,623,864.25 
43,448,676.34 

300,149,216.04 
279,072,540.59 

Less:  Allotments 

Balance  Unallotted  Reserves 

Unexpended  Allotments: 
Allotments  Through  June  30.1970.__ 
Less:  Expenditures 

$191,307,305.40 
47,688,217.16 

279,072,540.59 
238,995,522.56 

Current  Fiscal  Year 

Balance  Unexpended  Allotments 

Balance  Unexpended  Reserves 

61,153,693.48 

Total  Liabilities  and  Reserves 

$182,604,222.79 
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